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A Byllesby Utility— 
What It Means 


A BYLLESBY UTILITY is one which 
receives the experienced management 
and careful supervision of an organiza- 
tion which has had 20 YEARS OF SUC- 
CESS constructing, operating and financ- 
ing public utility companies to the SAT- 
ISFACTION OF CUSTOMER AND IN- 
VESTOR ALIKE. 

THE BYLLESBY ORGANIZATION was 
a pioneer in the development of the 
group operation of public utilities now 
serving a population of 2,135,000 in 16 
States. 

THE BYLLESBY PROPERTIES were 
pioneers in the development of custom- 
er ownership—and now number 25,000 
home shareholders among their cus- 
tomers. 


BYLLESBY SECURITIES include both 


long and short term bonds and notes. 


YIELDS 7% to 9% 


Ask for Literature F-70 


H M.Byllesby & Co. 


tanta 
NewYork icago 
111 Broadway 208 S. Siasalte St 


Providence Boston 
WOWeybosset St. 14 State Street., 














Invest in 


Essential 
Industries 


Public Utilities and Oil 
touch every part 
of the daily life 
of the people. 


Their future is as- 
sured and their se- 
curities are bargains 
at present prices. 


Write for letter 15 


Henry L. Doherty 


& Company 


Bond Department 
60 Wall Street, New York 






































WATCH THIS SPACE 


For an Announcement 
in Two Weeks of 














The Financial World Research Bureau 


PANDECTS 


“COST A MICKLE—WORTH A MUCKLE” 


SOMETHING NEW 
SOMETHING DISTINCTIVE 
SOMETHING MORE EXPLICIT AND MORE COMPREHENSIVE 


FOR THE PROTECTION OF INTELLIGENT INVESTORS! 


The Financial World Research Bureau 
“Reveals the Facts a Stockholder Ought to Know” 
29 Broadway New York 
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Regarding The Work of 


The Financial World Investors Service 


b 


HE most vital feature of an investors’ service is the list of recom- 

mendations offered to its clients. In erecting such a list the advisory 
concern has many things to consider and its success and reputation 
depend upon the correctness of its views. If it were possible to arrange a purely 
mathematical formula based on statistics of earnings, property value, ete., which 
would furnish a sufficient guide, the task would be greatly simplified, but there are 
frequently ten or even twenty equations in the problem. 


What a List of Recommendations Means 


When a list of recommendations has been compiled and published it does 
not look like anything formidable or complicated, but it should be 
understood that the securities recommended are selected after comparing 
practically all the issues in a certain group and weighing the merits of all from every 
angle. The casual observer will, in nine cases out of ten, find fault with the most 
carefuly compiled list. Other stocks or bonds will appear to him better bargains, 


and he will wonder why this or that issue is omitted. But there is always a reason. 









Another difficulty encountered in building up a list of recommendations 
is that it must be broad enough in its scope to cover the requirements of 
hundreds of subscribers who have varying desires or necessities. Some 
people are most concerned about stability of income and safety of principal. Others 
are willing to shoulder a moderate degree of risk in order to increase income return 
and chances of accretion in value. Still others wish to buy low-grade bonds or 
stocks which carry with them the greatest speculative chances. Finally, many people 
diversify their operations, putting part of their capital in safe bonds, part in dividend- 
paying stocks and part in speculative issues. 


The selections set forth in The Financial World Investors Service sup- 
plement from month to month include from seventy to seventy-five 
different securities in the various main groups of the market, and cover 
all the requirements of the average investor or speculator. We do not, however, 
include any highly speculative “wildcat” stocks or unseasoned specialties. The result 
of operating in such stocks is almost invariably loss, and so-called “advice” as to their 
movements is mere personal guess-work. There are certain limits to conservative 
speculation which should never be passed, and it is our endeavor at all times to keep 
within these limits. 


A subscription to The Financial World Investors Service will keep you 
posted as to all developments effecting values and prices, inform you 


specifically which securities are in the safest and most promising posi- 
tion, and will also warn you of any alteration in the outlook which warrants a 
change of position. 











Let us send you a descriptive circular, including a specimen copy of our 
weekly review of market conditions. Your name and address on the 
coupon below will bring it to you without obligation. 


THE FINANCIAL WORLD INVESTORS SERVICE 


29 Broadway, New York. 


Gentlemen: RRM re ae nee ee a, ee re ee ee eR 


You‘may send me complete particulars 
about your three classes of service. MONDRRNNRIES rh nt rr ns oe 
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The New Europe 


Its Effect on American Business and American Securities 


HERE are some people who main- 

tain that extreme heat preys on the 

mind, creating a state of mental 
pathy—and yet, the new idea came to me 
early in July, within sight of the great 
Sahara, where 80,000 palm trees form the 
eautiful oasis of El Kantara. In the 
midst of the heat the question occurred 
to me—is gold really so necessary as a 
medium of doing business as the old 
school of economics had taught us? 


We had traveled for days into the in- 
terior of Algeria, and had not a single 
vold; silver or copper coin. The same had, 

f course, been true of the new Europe, 
ut the very remarkable feature about the 
urrency of Algeria consists in the fact 
that Algeria has been able to live and 
prosper on mere paper currency for forty 
solid years. It also should be stated that 
\lgeria, as far as its coast cities are 
‘oncerned, is a thoroughly up-to-date and 
highly commercialized country. 


The gold and silver currency was abol- 
ished, merely because the Arabs took it 
out of circulation, to melt down into 
trinkets for their wives, and therefore the 
French Government conceived the experi- 
mental idea of a complete paper currency. 
The astonishment was considerable when 
the former huge deficits in the budget 
radually disappeared and Algeria pre- 
sented a picture of successful commerce 
ind prosperity. 


“hese ideas came again to my mind when 
the train rolled thru Germany, past fac- 
tories working full speed, on paper marks 
vorth one and a third cents a piece. Here 
vas a highly industrial nation doing a tre- 
mendous volume of business on a paper 
‘urrency which had practically no gold 
hack of it. 


THE PAYMENT OF INDEMNITIES 


As the train steamed into Berlin the sur- 
rise continued, for contrary to reports of 
in impoverished Germany, the streets pre- 
ented a veritable fashion show with 
restaurants filled to capacity. 
the trains to the seaside resorts were so 
vercrowded that my train, for instance, 
was completely boarded two hours ahead 

scheduled departure. Nor is this con- 
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dition only superficial. For a glance at 
the latest dividend declarations of the 
leading banks and corporations shows a 


prosperity, which stands in strong contrast 


to the constantly heralded complaints that 
Germany will perish under the peace 
treaty. 


GERMAN TAXES 


The truth of the matter is that Ger- 
many today, according to the former Min- 
ister of Finance Helferich, has a national 
income of 230 billion paper marks white 
the French experts base their indemnity 
calculations on the ability of Germany to 
raise 25 billions by taxation. This would 
mean an average tax of 10.80 per cent. 
per capita, and as the German tax rate 
runs as high as 60 per cent., there is no 
reason why Germany should not be able 
to make these payments. 


Dr. Oscar Stillich, who is one of the 
few economists in Germany who concedes 
the justice of the Versailles Treaty, as- 
sured me that the annual consumption of 
tobacco and alcoholic beverages alone were 
approximately as large as the indemnity 
payments and that therefore in a pinch 
there was sufficient surplus of national 
income to make the payments if the tax 
rate should prove disastrous. 


FIGURING PROFITS 


So much appears certain that Germany 
is financially able to make these payments. 
It would, however, improve the stability 
which is so much to be desired in Europe 
if France would fix the rate of these pay- 
ments to a gradually increasing sliding 
scale, based, let us say, on the annual nor- 
mal growth of the German national wealth 
instead of maintaining a changeable slid- 
ing scale, based on the prosperity of each 
particular year. 


The German business man is not able 
to gauge his profits for any length of 
time. This has produced a spirit which 
is very similar to the one which prevailed 
before the year 1000 when everybody ex- 
pected the end of the world and conse- 
quently lived a high life. A tendency such 
as this is highly disastrous to a country 
which must create a maximum of taxable 


productivity, and the best way to remove 
the present spendthrift policy of the Ger- 
man business man is to remove the cause 
of it—that is, that the Reparation Com- 
mission ought to issue Series C bonds or 
a fixed basis. 


We have seen how the present perform- 
ances of Germany must be and, in fact, 
are accomplished with an artificial paper 
currency. This currency was created when 
Germany had to issue tremendous amounts 
of treasury notes with which she financed 
the war. This money had been watered 
in the same way as some of our railroad 
pioneers watered some of our early rail- 
road systems—the shares were covered to 
some extent by real values and in part by 
water. When the water was later dis- 
covered the shares would sink to their true 
level to which they were mathematicaliy 
entitled. Thus, if a share was covered 
one-fourth by assets and three-fourths by 
water, the theoretical quotation would be 
25 per cent. If a speculator would buy 
such a share merely on the ground that a 
par value of $100 was printed on it, the 
fallacy would be obvious. 


But there are still countless speculators 
in New York who buy French francs at 
8 cents or German marks at 1.50 cents in 
the hope of a return to normal or near 
normal. The share could only move from 
25 to par if the water would be com- 
pletely eliminated, and likewise the low 
currencies of Europe can only move bac 
to par if the water consisting of billions 
of war loans could be wiped out. 


The best one can hope for is the pay- 
ment of the interest on the loans whic 
would be a marvellous performance in 


5 ane 
11selt. 


EXCHANGE RATES 


As to the retirement of these loans-— 
the only means for a marked advance in 
-this would at best be a mat- 
ter of spreading the amortization over a 
period of fifty to a hundred years, a long 
wait for an impatient New York foreign 


the exchange 


exchange speculator. 


There are, however, still two other im- 
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portant considerations which work against 


too rapid a rise in foreign exchanges. 


The first is the consideration that there 


are two values in Europe today—the pre 


war values which will have to be grad- 
values. !f 


vally replaced, and the new 


one were to look, for instance, at the bal- 
sheet of 


anc a German steel corporation 


he would find a number of new plants 


vhich would appear on the books in the 
new paper marks; and iron mines, let us 
say, which were acquired before the war 
and which really represent the old gold 
marks. average 


This explains why the 


level of shares on the European stock ex 
changes has not increased in proportion to 
Thus, 


if the currency of a given country would 


the devaluation of the currency. 


be only one-tenth of its former value. 
the steel plant, if erected entirely with 
new currency would have a_ theoretical 


stock quotation ten times the pre-war quo- 
tation. But 


built 


as most plants were partly 


before and partly after and during 


the war, the quotation would be only, say, 
five times the size of the pre-war quota- 


tions. 
PAPER BUILDING 
Now it 


houses, etc 


that the factories. 


were built 


iS obvious 

which with gold 
francs or gold marks before the war will 
have to be 


replaced gradually with 


built 


new 


houses and factories, with paper 


! 
francs or paper marks, as the case ma 
be. This means that more and more paper 
currency will have to be printed to finance 
these replacements at inflated figures which 
in turn means a further debasement of 
currency. 

makes for 


that the 
current low exchange rates are in the in- 


The second tendency which 


low exchange rate is the fact 


terest of the European exporters. There 
is a point in each foreign exchange quo 
tation which when reached would make it 
impossible for a given country to export. 
For instance, in the case of the German 
mark, this point 1s about 2.38 cents per 
mark 

There is herewith submitted a table by 


RENE THERY from 


he French economist 


the “L’Economist which 


e Europén” in 
TuHeRY transfers the index number of six 


uropean countries into American dollars. 


This gives a true picture of price leve's 


in the various countries: 


bi, ee aes 1 eZ 
a soe 
England ..... Sieumn Coe 
France’ ..<<. 6. BS 
[ey aero ~ .« (aay 


lhis illustrates the 
countries occupy in competing with the 


These 


severe 


United States in the world markets. 
1921. The 


prices in the U. S. A.., 


as of March, 


gures are 


decline in which 


1 
took place su 


sequently, has, of 


somewhat reduced the advantage the three 


European nations held over us 


CURRENCY AND COMPETITION 


This table demonstrates at any rate the 


point at issue 
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namely, that the 


course, 


lower the 


currency, the gfeater the capacity for 


competition, 


\ very important factor in this connec- 
ion is the interesting phenomenon that the 
purchasing power of currency in the vari- 
ous European countries is much greater 
vithin the country than outside the coun- 
try. A German mark will buy much move 
in Germany than outside of Germany. 
This has been explained generally on the 
that the the 


mark or the franc, as the case may be, is 


rround economic value of 
not considered so strong by foreign coun- 


tries as by the home country. 

It appears to the writer that exchange 
‘luctuations are not sufficiently influenced 
'y psychological considerations as to per- 











market for merchandise. This helps 
European exporter but strangles the 
ropean importer, a policy which has | 
lately condemned in France by such 
influential paper as L’/nformation, 
rightly so. We could assist Europe a g1 









deal if we would tax these particular 






eign balances in our banks to such an \ 






tent as to cause at least a partial 
drawal. This in turn would bring the p 








chasing power of the European curren 
more with the aver: 
prices on the world market and _ per: 
America to compete with Europe, a m 
important consideration, considering tl 





on a even level 









we have approximately a 20 per cent. s 






The’ write 
aware that this difference in exchang: 





plus of domestic capacity. 
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LOOK TRUTH IN THE FACE— 


USINESS has been dull 
been well-nigh discouraging 


When the status of things here at home is contrasted 
with the conditions prevailing in other countries, it 
will be found that we have made progress. 


Next week, Mr. Thomas Gibson, in the concluding 
installment of his series on “Getting Back to Nor- 
inal,” will summarize the economic factors in the 
present situation. He will tell readers of The Finan- 
cial World just where we stand today. 
prove the utter futility of depending upon prece- 


And he will present a forecast of the future. 










disappointments have 
the sky has been 













No—FACTS! 


He will 

















Rather, on 
closer investigation I found that this phe- 


mit the success of this theory. 


nomenon is due to the transfer of balances 
to America on the part of European busi- 
ness men with a view to avoid European 
taxation or confiscation. It is, for instance, 
a common sight when visiting a German 
bank to see thousands of greenbacks being 
paid out by the paying tellers as if they 
were marks. A German business man 
told me that he had not a single acquaint- 
ance who had not either dollars or Dutch 
In this 


connection it is significant that the balance 


euilders somewhere to his credit. 


sheet of the big German banks which al- 
ways specified the amounts which they 
carried abroad, are now pooling this figure 
with the balances which they carry with 
domestic German banks. 


EXPORTING AND IMPORTING 


It is obvious that this transfer of bal- 
ances for purely protective reasons has 
depressed the exchanges to an artificial 
point which places the commodity markets 
in the priced cur- 
tencies prevail out of joint with the world 


countries where low 





the tariff but 
ready caused reciprocal measures on t 


now added to this has 


part of some European governments 


HIGHER RATES 

In summarizing the exchange situation it 
would appear that inasmuch as the Eu 
pean countries are obliged to make hu 
payments for interest on war loans, 
possibly to contract their currencies, th 
will make a tremendous effort to exp 
This would, of course, make for high 
exchange rates. This tendency will, hov 
ever, be very considerably modified a1 


in some cases entirely checked through: 

a—The impossibility of quickly amort 
ing government indebtedness and thus c 
tracting currency. 

b—-The gradual replacement of pre-z 
values which tends to increase note cir 
lation as explained earlier in the article. 

c—The impossibtlity of competing in t] 
world markets if the exchange rate rt 
beyond a certain point. 

d—Through imports. 


e—In the case of German exchang 


The Financial World 


through indemnity payments, also through 
the export duty of 26 per cent. under the 
heace treaty. 


As mentioned above, the one big factor 
to work for higher exchange rates would 
be the exports from Europe into America. 
These will, however, most likely be re- 
juced to quite an extent for the following 
reasons : 

1—Higher taxation than in America 
which, added to the price of the product, 
makes for a higher commodity price level 
in Europe. 

2—Gradual exhaustion of pre-war values 
which must be replaced with new inflated 
values. This still further increases the 
European price level. 

3—The American tariff which cancels in 
part, or entirely 

a—Europe’s advantage of a lower 
standard of wages. 

b—Europe’s advantage of lower ex- 
change rates. 

c—Europe’s advantage of less watered 
capitalization. of industrial enterprises. 


NEW ORIENTATION IN MONEY 


May I now revert to the problem which 
was touched upon in the beginning of this 
article—the astonishing fact that some of 
the European nations are getting along 


quite well with practically no gold back 
of their paper currencies? A dinner in a 
Paris restaurant which, before the war, 
cost 2 francs would now cost 10 francs. 
But as the employe is getting 5,008 francs 
against his former 1,000 francs, and as 
his employer is charging five times as 
much for the products he sells, there is 
really no difference. 


DISADVANTAGES 


There are, however, three disadvantages : 
First, to the capitalist who invested his 
money in fixed interest-bearing securities 
which income—as measured in purchasing 
power—is only one-fifth of its former 
value. Second, to the people as a whole 
through higher taxation to maintain in- 
terest payments on the war loans. Third, 
to the exporter and importer because of 
a lack of an internationally recognized 
basis on which to do an exchange business. 


This last factor exists, of course, only 
because prices in the various countries did 
not inflate to the same extent, nor does 
further inflation or deflation move in : 
like velocity in the various countries. This, 
of course, could be remedied by a joint 
European reorganization, whereby each 
country would agree to return gradually 
to a gold basis, so that each year, let us 
say, 10 per cent. of the currency plus 


war loans, plus treasury notes would be 
cancelled. It is, however, very doubtful 
whether this procedure would be followed, 
inasmuch as every reduction would throw 
the commodity markets out of joint and 
therefore meet with opposition on the part 
of business men. 


CREDIT SYSTEMS 


However, none of these three points 
seem to form sufficient ground to under- 
mine the present paper currency system in 
Europe. There is apparently no economic 
reason why it should not continue indefi- 
nitely. What has happened is similar to 
what happened at the time the Credit 
Mobilier was formed. Up to its formation 
merchants conducted their businesses al- 
most exclusively on a cash basis and when 
the first real bank in Europe was formed 
and when it proclaimed that one could do 
business on credit, instead of on a cash 
basis there were many non-believers. To- 
day, under the pressure of post war neces- 
sities the credit system had simply to 
stretch ten or twenty times its former size. 
Instead of being based on gold the curren- 
cies of Europe are now largely based on a 
circle of interrelated values. The possi- 
bility of such an expansion was already 
conceded as early as 1905 by G. F. Knapp 

(Concluded on page 348) 


Getting Back to Normal 


S our principal economic factors 
A« social problems have been brief- 

ly discussed in the preceding in- 
stallments of this series it now appears 
advisable to summarize the main points, 
and to determine, so far as is possible, 
the probable course of future develop- 
ments. 


The greatest of our recent deterrent in- 
fluences has been the maladjustment of 
commodity prices, not only as to the rela- 
tive prices of different commodities, but 
also as to the gap between wholesale and 
retail prices. This drawback still exists, 
but in a modified degree. The irregular- 
ities are gradually being ironed out and 
the gap between primary and final prices 
has begun to close. 


“NORMAL” PRICE LEVEL 


In the installment of this series pub- 
lished on July 4, it was explained that 
the popular conception of a “normal” 
price level was erroneous, as it was based 
upon comparisons with the prices of for- 
mer years. It is well to keep the fact in 
mind that a normal price level is any 
level at which prices are in true alignment, 
with a sufficient supply of money and cred- 
it to finance the movements of goods, pay 
living wages and permit of fair profits. 
It was also pointed out that the fact 
that some commodity prices were low and 
others high was not a sound reason for 
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IF— 


assuming that those which were still high 

must come down to the level of those 
which had been drastically deflated. The 
index numbers and other sources of in- 
formation show that since the article re- 
ferred to was published there has been 
a rise in the prices of the commodities 
which had suffered the greatest degree 
of deflation, while those which had suf- 
ferred comparatively little have about held 
their own. Thus we find that the irregu- 
larities have been slightly reduced by a 
rise in the prices of over-deflated goods 
instead of through further deflation of 
those which were considered too high. Sim- 
ilarly, the hiatus between wholesale and 
retail prices has been slightly reduced by 
an advance in the former. 


This is an important point. If the re- 
alignment of prices is to be effected 
through a rise in certain commodity prices 
and in wholesale prices generally, those 
who adopt the prevalent idea that the 
readjustment must be carried out by a 
reversal of the process, i. e., by a fall in 
certain prices and in retail prices gener- 
ally, will find it impossible to gain a true 
concept of what is to be expected. The 
business man will make the mistake of 
deferring purchases of goods too long, and 
the investor or speculator will make the 
same mistake in regard to securities. A 
correct decision as to the future course 
of commodity prices is essential at pres- 


ent. Like most of our other problems, 
the first step toward a solution begins 
with an “if.” 


ADVANCE IN LEVEL 


If the credit situation continues to im- 
prove; if there is a liberal supply of 
available credit at reasonable rates dur- 
ing the next year, or even during the next 
six or eight months, there is more prob- 
ability of an advance than of a decline in 
the commodity price level. If the sup- 
ply of credit rises, the natural result is a 
rise in commodity prices, unless the credit 
supply is controlled. It now appears prob- 
able that the supply of credit will be am- 
ple, or more than ample, and that the out- 
look for a recovery in prices is therefore 
good. In fact, we already have evidences 
of a trend of this kind. During the last 
month the ratio of reserves of the Federal 
Reserve Bank has risen to 65.8 per cent., 
the highest figure in over three years. 
And all the index numbers show an ad- 
vance of two to three points for the 
month of July, representing the first ad- 
vance in any month since May 1920. 


POSSIBILITY OF INFLATION 


If commodity prices continue to rise 
without adversely affecting the supply of 
credit we might easily run into a period 
of inflation. It is impossible to draw an 
exact line at which a natural recovery in 
prices will turn into inflation. The pres- 
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4 
ent situation is and unprece- 
dented, in that a rise in commodity prices 
would for a time release more credit than 
it would absorb. Ordinarily, a sharp ad- 
vance in commodity prices would at once 
increase the demand for credit, but at 
present there are so many “frozen loans” 
would be released by advancing 
prices that the supply would at first actu- 
ally be augmented and the incentive to 
further advances correspondingly  in- 


creased. 


peculiar 


which 


A good many people look forward to 
another period of inflation with great 
complacency, not to say with pleasurable 
emotions. Some are openly, and many 
more are secretly in favor of a return of 
the conditions which obtained in 1919 and 
part of 1920. Everybody had a lot of 
fun blowing bubbles or watching others 
blow them and they are eager for a little 
more of the same. But this is a short- 
sighted policy. Inflation cannot benefit 
anyone in the long run, and the inevitable 
process of correction is painful and ex- 
pensive. Those who are now hoping for 
a return of inflationary tendencies are in 
precisely the same frame of mind as the 
man who has just recovered from the 
effects of a spree and is furtively con- 
templating going on another. 


RECOVERY IN PRICES 


A recovery in commodity prices which 
would carry the general level up say one- 
quarter or one-third of all that has been 
lost since last May would not be a bad 
thing. As shown in a preceding article, 
such an advance would have several bene- 
ficial effects. But let this recovery go 
beyond a certain point and all the dangers 
and inconveniences through which we 
have just passed will loom up again. An- 
other orgy of widespread speculation 
would set in, labor would renew its de- 
mands for higher wages, extravagance 
would be rampant, in short, all the evils 
of financial intoxication would reappear. 


If the governors of the Federal Re- 
serve Board show the same amount of 
courage and acumen in the future as they 
have in the past there will be no recur- 
rence of these evils. The Board cannot 
be properly held responsible for the in- 
flation growing out of war conditions, 
and they did a very clean-cut job of 
checking and discouraging the spirit of 
wild speculation as soon as it was possible 
It is 
that we can trust them to put the brakes 


for them to do so. fair to assume 
on again if healthy and desirable recovery 
shows evidences of being transmuted into 
an unhealthy and undesirable inflation. 


THE TARIFF 


If the proponents of a high protective 


tariff persist in erecting barriers which 


will prevent the free importation of Euro- 
pean goods, and if they succeed in get- 
ting a statute which 
will throttle our international trade, the 


law on the books 


results will be disastrous. It is gratify- 
ing to note that thoughtful bankers, busi- 
ness men, and economists are coming to 
the front in increasing numbers to ob- 
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ject to and expose the high protection 
theory. Even the supporters of the Ford- 
ney bill do not appear to be unanimously 
enthusiastic about it. It looks as if a 
good many of those who ostensibly favor 
it are merely bent on redeeming a party 
pledge. 
EFFECTS OF TARIFF 


If a high protective tariff is established 
it will benefit certain lines of business 
for a time but will seriously depress 
others. Men will be given employment at 
high wages in the protected industries, 
but Europe will be unable to buy freely 
of our enormous annual surplus of cop- 
per, cotton, etc., and depression and un- 
employment will result in these lines. 


If the efforts to restrict the imports 
of foreign goods are unsuccessful Europe 
will ship us goods freely in exchange 
for our own products or in payment of 
interest or principal on the huge sums 
she owes us. The result will be an abund- 
ance of the things which Europe can make 
more economically than we can, and a 
sustained demand for the products which 
we can produce to greatest advantage. 
A few lines of enterprise will suffer losses, 
but the nation as a whole will gain enor- 
mously. 


This question of tariff policy is of vital 
moment now. Upon the wisdom dis- 
played by the legislators future prosperity 
or depression will be largely dependent. 
The policy outlined under the Fordney 
bill and the possibility of that policy being 
adopted constitutes one of the most mien- 
acing factors of the present situation. 


TAXATION 


So far as our domestic taxation is con- 
cerned there does not appear to be any cause 
for alarm. The proposed methods of reform 
are not entirely sound nor satisfactory, 
but they represent measurable improve- 
ment on the existent laws. The chief ob- 


‘stacle to successful tax legislation appears 


to be a lack of courage on the part of 
the politicians and legislators. The bur- 
den of taxation should be arranged ac- 
cording to the ability to sacrifice. That 
is a cardinal principle. Adam Smith, 
whose views on taxation have stood the 
test of a hundred and fifty years, made 
this principle the first of his four taxa- 
tion maxims. He said “the subjects of 
state ought to contribute toward 
the support of the government as nearly 
as possible in proportion to their respec- 
tive abilities, that is, in proportion to the 
revenue which they respectively enjoy 
under the protection of the state.” That 
is sound economics, but when the war be- 
gan it was necessary to tax big business 
rich men in greater proportion than 
they should justly have been taxed. There 
was no other way to raise the necessary 
funds. Now the labor unions, farmers 
organizations and representatives of the 
masses want this unjust distribution of 
the burden perpetuated. Therefore the 
sales tax was doomed and the Ralston- 
bill, which proposed a one per 


every 


and 


Nolan 
cent. tax on land values, has hardly a 


chance. The sales tax is not an entire]: 
just or scientific method, but it has son 
good points and would probably hay. 
proved more economical and effective than 
any other measure. But such plans ar: 
bitterly objected to by those who inter- 
pret Dr. Smith’s maxim as meaning that 
the rich should pay all the taxes, even if 
these taxes reach a point where those wh 
pay them cease to enjoy any revenue: 
under the protection of the state. 


SELFISH MOTIVES 


Even the laws now proposed are being 
objected to as being in favor of the rich. 
The labor unions have petitioned Con 
gress to recommit the taxation bill, pray- 
ing that the unduly high imposts in the 
top brackets, all the surtaxes and the ex- 
cess profits tax be retained. This is, in 
effect, to pray that war measures be in- 
definitely perpetuated in time of peace. 
The excess profits tax was a war emer- 
gency measure and nothing else, and it 
now has no reason for existence, but the 
huge class of people who put personal 
interest above justice would like to have 
it continued. 


But, as stated, the methods of domesti: 
taxation now proposed will neither make 
nor break us. The world taxation problem 
in its larger aspects is all-important. In 
fact, it overshadows all other problems 
now. It can be effectively and peaceably 
solved only by a drastic reduction of ex- 
penditures for naval and military pur- 
poses. It is gratifying to note that this 
truth is being more clearly understood 
and more emphatically expounded by) 
thinking men. Every week brings evi- 
dence of this. Most notable of the re- 
cent utterances on this subject was tiie 
address given by Viscount Bryce on 
August 19, in which he warned the world 
that it must disarm or be ruined. “As the 
great European countries are already beg- 
gared by the last war,” said Viscount 
Bryce, “it is plain that they will ere long 
be ruined by continuance of expenditures 
on the present war scale.” 


DISARMAMENT PROBLEM 


If we go at this disarmament proposi 
tion in the right way the United States is 
in a position to accomplish more than an) 
other nation—more than all others com 


bined. If we appoint representatives to 
the conference who enter it with precon- 
ceived prejudices and suspicions and wh 
state in advance that we must look out 
or we will be stung, the result will b 
failure. We want wise men and cautious 
men for the work but not shrewd and ex 
perienced politicians whose dominant ide: 
is to gain some sort of a technical or 
strategic advantage. The proposition is 
entirely too big for the average politicia! 
—he simply can’t get it. 


A little over two years ago the present 
writer referred to disarmament as the onl) 
thing which held out a reasonable hope 
for a full and reasonably early recovery 
from the effects of the world war, bu 
added that there was little hope for an) 


such program. This view must now be 
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lecidedly modified. The prospects now 
pear excellent for a long step in this 
irection in the near future. 
CLASS LEGISLATION 
Although there does not appear to be 
much danger of any vicious class legisla- 
on being erected under the present. Con- 
cress and Administration, the attempts 
carry out such plans are more numer- 
us than ever before. The labor and agri- 
iltural classes are especially clamorous 
i their demands for legislation which will 
give them some advantage over the rank 
and file. The attitude of organized labor 
in injecting itself into every question of 
national policy and seeking to block every 
form of legislation which does not partic- 
ularly favor the workers is anything but 
nstructive. Observe labor, for example, 
objecting strenuously to the bill for fund- 
ing sums expended for railroad improve- 
ments and betterments. This funding bill 
would not call for any appropriations or 
increases in taxes, and it is at first diffi- 
cult to imagine what the union leaders 
are trying to get at when they seek to ob- 
struct it. Certainly anything that helps 
their employers and increases railroad 


traffic must be of benefit to the laborers, 
especially at a time when there is con- 
siderable unemployment. But if we dig 
a little deeper we soon discover that what 
organized labor seeks is to embarrass and 
hamper the roads in an effort to en- 
force government control. The railroad 
laborers had a nice time while the roads 
were under federal control. They de- 
manded whatever they wanted and got it. 
It is a significant fact that no one wants 
Government ownership of the railroads 
except labor, and they only think they 
want it, for it would be greatly to their 
disadvantage in the long run. 


While the attitude of labor is arrogant 
and disturbing, there is not much danger 
of serious trouble in this quarter unless 
we run into a secondary period of infla- 
tion. The labor leaders do not under- 
stand, or pretend that they do not under- 
stand that real wages are measurable in 
the quantity of goods, not dollars, given 
in exchange for services. They pretend 
to believe that “labor” represents a cer- 
tain class which has all the virtues and 
produces all the goods. As a matter of 


fact there is no such class. We are all 


laborers—all engaged in producing and ex- 
changing our products for other things. 
This idea of a certain distinct and benig- 
nant class possessed of transcendent rights 
is arrant nonsense. 


UNEMPLOYMENT FIGURES 

It may be stated, parenthetically, that 
the official records of unemployment, set- 
ting the number of unemployed above 
5,000,000, is a good example of the best 
way not to prepare statistics. These fig- 
ures are compiled from the payroll and 
other records of mills and factories and 
do not contemplate the fact that many, 
if not most, of the men so released find 
something to do in some other line. For 
example, thousands of men have no doubt 
moved back from the automobile factories 
to the farms and each one who does so 
is promptly counted into the ranks of the 
unemployed. 

Efforts to help the financing of move- 
ments of farm products are all right, if 
no risks are taken or no additional ex- 
pense laid on the people as a whole. The 
fact should be kept in mind that the Gov- 
ernment has not a dollar of its own and 

(Concluded on page 351) 


Pere Marquette—A Prospect 


Earnings in First Half of this Year Have Been Irregular But with Adjust- 
ment of Operating ConditionsShould Equal 6 Per Cent 


HE first half of the current year 

was irregular in its showing of earn- 

ings for Pere Marquette. In only 

two months did the company succeed in 

earning the full six per cent. seasonal re- 

quirement. In March, the percentage of 

the full six per cent. was 172, and in 
June it was 178%. 


But in May, the road earned only 38% 
of the full legal required for that month, 
so the showing for June was very good 
ndeed. 


The concluding six months of the year 


should show up much better. In the past © 


six years, May has returned a larger per 
ent. of the annual gross revenues than 
June, and, so far as the volume of traffic 
this year is concerned, it is unlikely that 
there was any increase in June over May 
to account for the reversal. So it must 
be that the company gradually is gaining 
ntrol over its operating costs and there- 
re is now entered upon the period when 
there will be steady improvement, due 
irtly to seasonal traffic gains, but, more 
rgely, due to higher freight rates and 
rge and growing savings from gross 
ir net as a result of wage reductions and 
e lowering of transportation costs, the 
tter having been the company’s greatest 
ndicap in the fore part of the year. 


The writer does not feel particularly 
vorable toward Pere Marquette Com- 
n, but is inclined to consider the prior 
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preferred stock reasonably safe and as 
having good prospects for substantial ap- 
preciation in price. 


Should the company succeed in earning 
the full six per cent. on property valua- 
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Prior Preferred 
Years High Low 
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Note:—This stock, provided the 
company succeeds in bringing op- 
erating costs down to a reasonable | 
level, or to a normal basis, should | 
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earn 26.19%, or more than five 
times dividend requirements. 
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tion this year, the prior preferred stock 
will have earned 26.19%. The shares are 
selling at this writing at 54, and, as the 
stock pays 5%, the income return is 9.26%. 


But, even though the road should hap- 
pen to be unable to bring about normal 
operating conditions, and should traffic 
volume fail to improve substantially, the 
road should be able to earn its full fixed 


charges, and at least 8.64% for the prior 
preferred. This estimate is based upon 
the showing for the first five months of 
the current year. Such an earning power 
would be equivalent to only 2.73% on 
property value. 


At the present writing, the prospects for 
dividends on the common stock are not 
good, and for dividends on the ordinary 
preferred shares, prospects are speculative. 
The prior preferred seems reasonably safe 
and any great betterment in the earning 
position of the road would most likely be 
reflected first in the marking up of the 
senior shares. 


The prior preferred is entitled to cum- 
ulative dividends of 5% annually. The 
stock also is preferred as to assets, and 
is redeemable at par and dividends. The 
disbursement at 5% has been made with- 
out interruption since the reorganization 
in 1917. 


This company has had more than its 
share of troubles in a career -which has 
been filled with burdens and vicissitudes 
In a decade and one-half, the company 
has been in the hands of the courts twice, 
but the final reorganization, which was 
made effective in 1917, was the last one 
and was drastic enough to make one feel 
that, provided the road is well-managed 
in the future, it will be able to give a 
sood account of itself and avoid the shoals 
of pdst sad experiences. Two receiver- 
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ships in the short space of fifteen years 
should have refined the company’s cor- 
porate structure and the consistent plow- 
ing in of earnings during the second re- 
revolutionized the statistical 
performance. 


ceivership, 


When the reorganization managers in 
1917 completed their plan and obtained 
the release from the court that was neces- 
sary to enable the return of the road to 
its owners, operating efficiency had been 
greatly improved, traffic density was bet- 
ter, and the operating results incompara- 
bly better than those in the days when the 
company was drifting into the toils of the 
bankruptcy courts. 

EFFECTS OF WAR 

Then intervened, and war’s in- 
creases in prices for materials and sup- 
plies, in wages, and in all operating prob- 
Like in the case of Rock Island, 
Missouri Pacific, and ’Frisco, federal con- 
trol came before the full benefits of the 
work of the receivers and of the drastic 
reorganization did not have opportunity to 
be reflected in the results of operation 
of the road. 


War 


lems. 


Prior to 1917, the company was loaded 
down with capital obligations that were 
out of proportion to earning power. But 
notwithstanding this fact, the company 
managed to slowly develop its traffic. After 
the new company came into existence, the 
shewing grew steadily better. Then there 
was the boom in the, motor industry that 
added millions to the road. 

The Pere Marquette is not in as favor- 
able position as is Rock Island for ex- 
ample, or Missouri Pacific. The former 
has strong competition, and the competi- 
tors have somewhat better facilities. While 
yne hears considerable about the disad- 
vantage to Pere Marquette by reason of 
the falling off in automobile prosperity, | 
believe the argument fallacious. 

The outlook for the motor industry is 
said to be unfavorable. But it is con- 
sidered unfavorable, not because it is be- 
lieved that sales are going to fall sub- 
stantially and remain low. The real rea- 
son is the prospect of a narrowed margin 
of profit for the manufacturer. 

I shall not discuss the merits of the 
automobile situation pro and con. I am 
content to leave the subject with the asser- 
tion that, in my opinion, Pere Marquette 
less to fear from possible material 
loss of traffic from the motor industry 
that it has from the competition of Michi- 
gan Central and other lines in the terri- 
tory it serves. 

TRANSPORTATION EXPENSES 

Nevertheless, I anticipate that the ter- 
ritory of Pere Marquette will continue 
productive and will improve, which means 
that it is only a question of time before 
the earning statistics will compare quite 
favorably in point of stability with those 
of roads which now make a much better 
showing in this respect. 


has 


The great problem with Pere Marquette 
has been transportation expense. In the 
decade ending December 31, last, the ratio 
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of transportation expenses to gross oper- 
ating costs has been very high. In 1920 
it was 48.71%. If the operating results 
for the current year do not show improve- 
ment by the results in the first quarter, 
this year’s ratio will be 47.60%. 


The very high ratio for this item prior 
to the reorganization was partly due to 
insufficient expenditures for maintenance. 
The receivers plowed money into the prop- 
erty and thereby brought the ratio down 
to a very low level, which may be taken 
as the real normal ratio, or around 34%. 
We cannot expect such a figure to be 
reached when operation gets back to nor- 
mal again. But it is quite possible that 
the ratio established as normal may be 


42%. 


Should the company succeed in bring- 
ing down transportation expenses to that 
level, and conceding only the seasonal 
growth in traffic in the final six months 
of this year, then the company could, in 
1921, with an operating ratio of a little 
over 78%, earn more than the full six 
per cent. on property valuation. 


The operating ratio, estimating it on 
the basis of the indicated figure as re- 
vealed by the operations in the first five 
months of the current year, would he 
87.89%, which would allow 8.64% for t! 
prior preferred stock, less than dividend 
requirement for the ordinary preferred 
(no dividends are being paid on these 
shares) and leave nothing at all for th 
common. 


But, as has been stated previously, Per, 
Marquette in June earned very nearly 
double the seasonal requirements at 6% 
for that month; a substantial improve 
ment over May, which month usually 
brings a larger return than June, when 
compared to the total gross and total net 
for the year. 


It will be seen, therefore, that Pere 
Marquette’s outlook hinges upon what 
it is believed may be accomplished by the 
company in the way of a reduction in 
operating expenses this year. I: would 
say that the road is a prospect, and that its 
prior preferred stock is attractive at or 
near its present price. 


W hat Chance Have Erie’s Bondsr 


The Company, Up to the Present, Has Not Made a Very 
Good Showing, But Bonds Are Safe. 
By MATHEW L. WOOD 


Fe: complexity, the bonded debt of 


the Erie is most popular. The debt 

is extremely high. It literally over- 
shadows the stocks. The tentative valua- 
tion placed upon the Erie, however, might 
finally be increased and, if it should, the 
stocks of the Erie would be the speculative 
wonders of the age. And that would 
mean a sympathetic response in the price 
for the bonds. 


But this article has to do with the 
bonds, and not the stocks. In response 
to the question which forms the text for 
this discussion, I Would answer: Erie’s 
bonds are selling at low levels, which mean 
high income return, and, as the fixed 
charges normally should be earned 
about 1.65 times, they are safe enough for 
the type of investor who holds possible 
price appreciation as of more importance 
than rigid statistical rating. 


OLD TRADITIONS 


While there is nothing at all remarkable 
about the manner in which the fixed 
charges of the road should be earned 
under the new conditions, there does not 
seem to be any reason for feeling dubious 
about the sureness of their being earned. 

At bottom, the road has good possibil- 
ities, but once a company has gained the 
sort of reputation that calls down upon 
it the pitying remark—“Poor Old Erie,” 
it is difficult to persuade folks that times 
can change so much that the reason for 
pity is no longer evident. 


Should the Erie be able this year to get 
control of its operating expenses, with the 


present level of freight and passenger 
rates and wage reductions, the first pre- 
ferred might show earnings of as high 
as 30%, even though the estimate of six 
per cent. on property value was based 
upon the present tentative appraisal by 
the Interstate Commerce Commission. 
That would not be half bad; not by any 
means. 


And, were such indicated earning power 
actually developed this year, or even not 
until next, it does not seem that there 
should be any reason for holders or pros- 
pective purchasers of Erie bonds to be 
disturbed or hesitant. 


There are a number of railroad bonds 
which the writer would prefer to those 
of the Erie; some, because of a high 
investment rating, and others with seem- 
ingly better speculative possibilities. On: 
could number the highly attractive spec- 
ulative bonds of the moment as about 
twelve. And among these would be th: 
Erie convertibles and the general lien 4s 


Mention has been made of the amounts 
plowed back into the property. The Under- 
wood administration of Erie has been 
noted for its expenditures for this work 
with the result that the physical condition 
of the property always has been consid- 
ered good. 


CONSOLIDATED GENERAL 4s 


Secured by same mortgage as consoli- 
dated prior lien 4s, but subject thereto 
All of the prior liens are closed at thei: 
outstanding amounts and sufficient of thes: 

(Concluded on Page 357) 


The Financial World 








What Becomes of Profits? 


No. 26:—Royal Dutch Company—Shell Transport Trading Co. 


An Analysis of the Institution of “American Shares” and the Finances and 
Profits of Standard Oil’s Rival 


Note:—The Dutch florin or guilder is 
worth 40c. at par or 12 to the £; recent 
alue around 32c. The British £ recent- 

around $3.66 used to be worth $4.68 


t par. 


HE Royal Dutch-Shell combine is 
generally considered the great world 
rival of Standard Oil in the petro- 
leum industry. As a matter of fact the 
utput of the foreign combine is less than 
the single Standard Oil Company of New 
jersey, alone, of the Standard Oil group. 
The sales and profits are still less than 
Standard of N. J. This is partly because 
lower-grade oils make a larger part of 
total production of the foreign group, and 
because lower-priced kerosene and fuel oils 
make up a larger portion of total sales of 
Royal Dutch-Shell, whereas higher-price 
gasolene and lubricant materials enter 
more heavily into S. O. of N. J. sales. 
However, cash dividends paid by Royal 
Dutch-Shell, exceed since 1916 the con- 
servative 20% dividend rate paid since 
1912 by Standard of N. J. 


DIVIDEND COMPARISONS 

More closely scrutinizing dividends, 
Standard of N. J. pays out in dividends 
only a fraction of its profits. The bulk 
goes back into the business. The dividends 
it pays to shareholders, they keep. Never 
since incorporation of the business in 1892 
have shareholders been called on to buy 
a dollar’s worth of new common stock 
to provide capital. The undivided profits 
provided all funds for expansion up to 
1919. In 1919 and 1920 exceptional ex- 
pansion was financed by sale of 7% pre- 
ferred stock. Today the same common 
stock is outstanding to a dollar as when 
founded in 1892. 


ROYAL DUTCH PAYMENTS 

Royal Dutch-Shell combine pays more 
dividends than Standard Oil of N. J., be- 
cause the foreign combine pays out prac- 
tically all its total net earnings in divi- 
(or pays out even more), then 
isks shareholders to repay back some of 
their dividends by buying additional stock 


dends 


at par to provide needed working capital. 
The companies have heretofore main- 
tained and have been able to pay out a 
large dividend rate on the increased stock 
issue, but this may in the future be more 
difficult because of the tremendous ex- 
pansion in issued stock, deflation of prof- 
its in the oil business, and the expendi- 
ture of huge sums in investments paying 
only 5% to 9% on the capital invested. 

Dividends exceed in the case of Royal 
Dutch the total book profits of six years 
past, 1915-20. 
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Royal Dutch dividends were 391,427,200 
florins for the six years 1915-20 or in 
excess of the book profits, which were 
389,264,800 florins. Some 245,837,000 
florins, net, was taken back by the com- 
pany in cash received on stock sales to 
shareholders. Shareholders actually paid 
more, counting taxes, costs of subscrip- 
tions, and underwriters’ profits on the 
1917 issue. Royal Dutch took back two- 
thirds, in stock sales, of the dividends it 
paid out to shareholders. 


STOCKHOLDERS’ OUTLAY 


As for the Shell company, its share- 
holders have bought more stock than all 
the profits earned or dividends paid over 
a period of recent years. The company 
received, net, £18,644,000 on stock sales 
to shareholders in three years 1918-19-20. 
The actual outlay by stockholders was 
still greater. Only £14,893,734 net prof- 
its, and paper or book profits at that, are 
reported for the three years for the com- 
mon stock, before surtaxes. Dividends 
aggregated £14,084,006. 


The increase in issued stock has been 
large. 


The Royal Dutch Company For The 
Working of Petroleum Wells In Nether- 
lands Indies, was founded at The Hague, 
Holland, in 1890. It is said the royal 
families of Holland, Germany, Russia and 
Britain, and the French and British Roth- 
schilds held and hold big interests. The 
Hague was selected as domicile of the cor- 
poration to preserve neutrality, so goes 
the saying, and for, the same reason it 
was provided that. no shareholder can 
vote more than six shares, not even in 
proxy; and that preferred stock, origin- 
ally sold to Hollanders can be transferred 
only to Hollanders. This transfer does 
not apply on the common stock. 


The Shell Transport & Trading Com- 
pany Ltd. is more purely British. It was 
founded in London in 1897 by (now Sir) 
Marcus Samuels. The Shell went more 
deeply into transport, refining and market- 
ing in Britain and the British Empire, 
and built up a large fleet and distributing 
business. Both companies owned produc- 
tion in the Dutch East Indies and sold 
kerosene in India, China, Japan, and the 
Orient. That is still much of their busi- 
ness to this ‘day. 


Both companies united in 1907, when 
they pooled all their properties, then ex- 
panded into new fields in Russia, Egypt, 
Roumania, United States, Mexico, Vene- 
zuela. Titles were transferred to operat- 
ing subsidiaries, in which Royal Dutch 


and Shell hold 60-40% respectively. Royal 
Dutch also owns about one-ninth the com- 
mon stock of the Shell company, since 
1907. 
NATURE OF ‘COMPANIES 

30th are securities holding companies 
since the 1907 merger. Neither any longer 
engages in oil production, transport, re- 
fining or marketing. Their only impor- 
tant income is dividends received from 
subsidiaries, and interest on loans to sub- 
sidiaries. Shell also draws income on an 
investment fund of some £14,000,000 Brit- 
ish war bonds as of Jan. 1, 1921. 


A very odd feature, indeed, is that both 
Shell and Royal Dutch pay out in cash 
dividends to shareholders practically all 
the net income they “receive,” yet they do 
not actually “receive” such net income or 
dividends from subsidiaries. Vast such 
sums they relend to subsidiaries for work- 
ing capital, and still vaster sums they in- 
vest in new expansions. 


“Accrued dividends” of £4,435,331 re- 
ceivable from subsidiaries stood on Shell 
books to start 1921. The figure is up over 
three million pounds from that at the 
end of 1918. 


Royal Dutch started 1921 with 154,556,- 
418 florins receivable from debtors. It ex- 
plains this item as being “our claims per 
3lst December 1920 on account of bal- 
ances and claims for dividends on shares 
in other companies”. (subsidiaries, etc.). 
This figure exceeds any year’s profit. It 
exceeds that at the end of 1915 by 116 
million florins. 

RECKONING OF ACCOUNTS 

Seemingly Dutch and Shell reckon their 
accounts differently. They share 60-40 
in the profits of the operating subsidiaries. 
Shell seemingly reckons only cash divi- 
dends actually declared by subsidiaries, 
whenever Shell reckons income and “ac- 
crued dividends” accounts. It seems as 
though Royal Dutch proceeds differently 
in that Dutch apparently reckons. its full 


60% equity in profits of subsidiaries, 
whether actually declared or paid in cash 
dividends or not. At least that would 


seem to be a possible inference from 
Dutch’s reference to “claims for balances” 
and “claims” for dividends from its sub- 
sidiaries. 

If the above inference be correct, the 
Royal Dutch accounts give what is called 
a “consolidated” account of the entire 
business, parent and subsidiaries, whereas 
Shell gives a_ strictly own-corporation 
reckoning of accounts, ignoring undivided 
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surplus of subsidiaries claims there- 


against. 


or 


It would seem to be a practice to pay 
out in dividends practically total net prof- 
its, and relend to subsidiaries vast sums, 
besides. that, both Dutch and 
Shelf also invest vast sums in acquiring 


Besides 


and developing new interests. It was re- 
ported March 1919 that they acquired for 
£15,000,000 the managing direction and 
2,500,000 ordinary shares of Mexican 
Eagle (about a quarter stock interest). 
This is the kingpin of the Mexican oil 
industry. 


With regard to the purchase of Mexi- 
can Eagle in 1919, the xccounts of neither 
Shell nor Dutch make it plain that the 
Mexican Eagle stock has yet been ac- 
quired or paid for in either 1919, 1920 or 
to mid-1921. 


The “magic” that permits both Shell and 
Royal Dutch to pay out their total net 
profit in and besides, have 
money to relend to their subsidiaries and 
to business expansion, is 
the sale of more stock. With one excep- 
this has always 
pro rata, at par. 
As the companies have been able to main- 


dividends, 


invest in new 


tion (American shares) 
been to shareholders, 
tain up to now a 35 to 48% dividend rate 
on new and old stock for many years, sub- 
par.” The 
indeed, valuable. 


scriptions come readily at 


“rights” to subscribe are, 


As a result considerable additional stock 


has resulted. 
Royal Dutch voted March 15, 1921 to 
increase authorized ordinary stock to 570 


million florins. 
the 


Standard 


Only one million was out- 
1890. Compare 
with Oil of N. J. which 
the to a dollar 
that it had when it started in 1892. 
Dutch had 320,727,000 issued 
stock at the 1920, 
56,045,000 florins at 


standing at start in 
this 


has same common stock, 


today, 
Royal or- 
end of 
the 


dinary versus 


1915. 


end of 


An average of 40 millions a year cash 


has been raised from stock sales for six 
years past. In fact the stock sales in- 
crease year by year. There were 19 mil- 
lions thus raised in 1915, then increased 


to 106 millions by stock sales in 1920. 


The not appear 
among the stock holdings of Royal Dutch 
at the 1919 or 1920. It is 
not impossible but improbable that the in- 
made through one of the 
subsidiaries. If payment of £9,000,000 
is still to Royal Dutch on 
(about 
alone) 
that 
more invite share- 
holders to 50% stock. 
That may explain the increase authorized 
in 1921. If so, it would raise about 160 
millions, and make issued stock 481,090,500 
florins (common at par) ! 


NEW SUBSCRIPTIONS 
The possibility of a 50% new stock sub- 
scription by Shell, more 
Shell’s recent action when in 


Mexican Eagle does 


end of either 


vestment was 
be made by 
its share of the original purchase 
110 million 
contracted in 


florins on this item 


1919, it is not unlikely 
Royal Dutch will once 


subscribe to more 


too, receives 


weight by 


June it authorized increase in common 
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Roval Dutch Company 
For the Working of Petroleum Wells in Netherlands India 


Finances: Debts, Funds and Other Assets, Capital ete. 


Debts it Owes (Dec. 31) 1920 


1919 1918 





1917 1916 
Creditors acc’ts, unclaimed back 
dividends, interest ........ F85,917,429 = F46,553,177 26,450,075 F21,735,292 F40,499,32s 
Funds on hand 
Cash; securities; interest..... 93,396,041 28 252,611 69,770,690 40,682,226 37,052,029 
Net Cash Position............ F7,378,512 —F18 ,300,566 F43,320,515 F18,946,954 -F3,447,299 
Deduct dividends declared for 
year and payable.......... 129,633,300 97,560,600 69,763,260 42,395,556 31,030,836 
Other Assets (1) Semi-fixed 
Receivables, largely loans to 
A aan 154,556,418 185,023,407 77,025,021 73,645,763 33,986,703 
Other Assets (2) Fixed 
Subsids. stocks, nominal....F548,622,046 F289,398,776 268,374,609 ie 457,828 F211,935,704 
Excess book value over par... 202,764,041 81,119,410 79,152,342 54,767,200 40,138 412 
Stocks “net par’’ value....... 345,857,405 208,279,366 189,222,267 142'690,628 162, 797,292 
Priority dividend fund....... 641,250 641,250 641,250 641,250 641,250 
Profit-Loss Surplus .......... 28,356,220 31,726,574 30,964,411 75,023,716 53,220,821 
Issued Capital 
Preferred stock, 4% cum..... F1,500,000 F1,500,000 F1,500,000 F1,500,000 F'1,500,000 
Priority stock, 4449 cum 28,500,000 28,500,000 28,500,000 28, 500,000 28,500 
Common or ordinary......... 320,727,000 213,818,000 171,054,400 85, 527,200 78, 127, 200 


Crude Oil Production of Subsidiaries 


(Exclusive of Mexican Eagle; 


excluding, too, purchased oils) 











i Ries CGN) oes ckve db cess 2,428, 548t 2,177,259t 1,778,041t 1,764,129t 1,767,659t 
NS EEE Re ? ? ? ,561,186 1,539,081 
Roumania (toms) .....cccses 327,891 238,632 300,140 0 366,000 
eS ee ee 148,901 231,179 277,300 134,700 56,800 
Venezuela (toms) ............. 78,570 42,500 57,208 0 0 
Mexico (barrels) ...+e+  4,266,000b 853,000b 336,200b 737,000b 552,000b 
U. S. (mid- Continent), ‘bbls... 3,627,000 2,808,000 3,261,000 3,410,000 4,684,000 
U. S. (California), bbls....... 6,164,800 6,703,000 6.789.000 6,357,000 4,809,000 
OE RG: 5.0 6s Ke ok veo 33,602 410 27, 980,687 687 28,884,618 33,157,602 34,475,433 
Book Profit as Reported for Year 
Dividends received .......... 133,032,541 112,682,080 91,361,600 45,563,158 30,250,064 
Exchange profit; interest 5,703, 665 5,587,311 5,315,544 4,176,921 2,572,062 
Less: Expenses, taxes ...... 9,285,842 18,169,508 24,486,834 5,366,505 900,152 
Pfd. & priority div’ds........ 1,342,500 & baeaetate 1,342,500 1,342,500 1,342,500 
Balance, to common = stock, 
directors, commissaries . 128,107,864 98 757,383 70,847,811 43,031,069 30,580,475 
Common stock share........ F124,761,937 F95,999,534 F68,830,266 F41,684,087 29,593,690 
Per share 
Dec. 31 that year........ 38.9% 44.9% 40.2% 48.8% 37.9% 
Per present share...... 38.9% 30.06, 21.4% 13.0% 9.2% 
Dividemd fer Veer. ......csece 128,290,800 96,218, 100 68,421,760 41,053,056 29,688 336 
Per cent. for year...... 40% 456 ‘ 40% 


38% 58% 


Available Profit in Realizable Assets Earned 


(Gains, or declines, in net cash position and realizable assets on hand, as revealed in 


balance sheet, plus dividends (common) paid out, if any. 


This ignores as available 


profit, if profit at all, increments in fixed or semi-fixed investments. 

















10 1919 1918 1917 1916 
Met gawk? cp 2 OE 2. cic cess +F'25,679,000 —F'61,621,000 +F 24,374,000 +F22,394,000 +F19,973,000 
Com. div’ds paid out........ +96,218,000 468,422,000 +41, 0: 53,000 +29,688,000  +27,756,000 
Gains: realizable assets....+F121,897, " +F6,801,000 +F'65,427,000 +4F52,082,000 + 47,729,000 
Not earned: see below. - —21 ,737,000 O -48,978,000 -—14,850,000 
Realizable gain, net, earned 
SCE Vac axkawisss wena +F 121,897,000 —F14,936,000 +F65,427,000 4F2,994,000 +F32,879,000 
Earned Increment in Fixed and Semi-Fixed Assets : 
Loans to subsids.; up........ 0 +F107 98,000 = +4F3,380,000 +F39,659, - 0 
Fixed assets up, earned...... +202,000 0 +28,270,000 0 
“Unavailable Profit” ......... +F'202,000 +F'107,998,000  +531,650,000 +F39,659,000 Decreases 
New Capital and Unearned Funds vs. Property Increment 

Common stock sales......... F106,909,000 —F42.764,000 —F42,664,000 —F34,500,000 —F'19,000,000 
Investments sold, net excess. 0 0 0 -14,478,000 0 
Old receivables paid up...... —30,467,000 0 0 0 —4,216,000 





Funds unearned in year... 








.—F 137,376,000 —F42,764,000 —F 42,664,000 —F48,978,000 —F23,216,000 











Gain, fixed assets, net..... +F135.578,000 +821,027,000 +F70,914,000 0 +F8,366,000 
Earned gain in fixed assets 

over new ¢ apital FN +202,000 0 +F28,.270,000 0 0 
Unearned funds in excess of 

property gains ......... 0 -21,737,000 0 -48,978,000 -—14,850,000 
to £30,000,000, up 50% from twenty mil- posed purchase price is £6,000,000. 
lions. There were outstanding 19,321,296 I have stated that both Shell and Dutch 
shares, par £1 of Shell ordinary stock have heretofore been able to keep up a 


to start 1921. Only one million was out- 
standing at the start in 1897. 

The Shell 
the Mexican 


too, fail to reveal 
Eagle purchase either in 
1919 or in 1920, either in investments or 
payables. The Shell share of the sup- 


accounts, 





large dividend rate on both new and old 
stock, despite the increases in issued stock. 
This is getting more difficult with the in- 
creased issued stock, and especially in view 
of deflation in oil profits back to nearer 
(Concluded on page 358) 


The Financial World 

































EN in the Street are so accus- 
M tomed to speed in all their trans- 
actions that they have no patience 
ith delays. This is one reason, accord- 
ing to a prominent advertising agency 
man, who does a big business in the finan- 
ial section, why it is so difficult to in- 
luce them to do much good-will adver- 
tising. By this he meant publicity of an 
educational character, advertisements ex- 
plaining the nature of their business and 
the general advantage of their services 
to investors. If they put an advertise- 
ment in the newspapers they want to see 
results the next day, hardly realizing it 
is not so easy to induce people to send 
-hecks for large amounts as it would be 
) get them to mail a few dollars for some 
special article. 
*x* * * 


However, this is but one phase of ad- 
vertising. Of another type, bankers and 
brokers probably receive more at less 
cost than does any other profession with 
possibly the exception of amusements. 
They have been fed upon it for so long 
by indulgent financial writers they have 
ome to look upon it as a special dis- 
pensation by journalism to the supposed 
aristocracy of their business. “Free pub- 
licity” is what this particular form of 
advertising is called. Advance notices of 
security offerings, which at times, is all 
the advertising necessary to make a syn- 
dicate offering successful. Then, when 
mly a few papers get the advertising, the 
thers grumble, little realizing that al 
this free advertising makes paid advertis- 
ing unnecessary. You cannot blame the 
banker. He is just as human as the 
humble shoemaker. He refuses no gifts. 
Something for nothing means as much 
te him as to the shoemaker. 


x* * * 


Occasionally there appears among the 
bankers some one with a vision for crea- 
tive advertising. A case in point is that 
of a well known Stock Exchange house 
that, unheedless of the prevailing dul- 
ness, thought it was a good time to stimu- 
late interest in a certain class of securities, 
the tobacco stocks. The person in charge 
of this campaign did not pursue the usual 
form of advertising, but went upon the 
theory that people want you to think for 
them. So he told how $600 invested in 
a group of tobaccos would yield over 8%, 
and gave the reason why. It was an ef- 
fective piece of advertising for two rea- 
sons, first it dealt with convincing facts, 
and second it explained in simplest terms 
how six hundred dollars could be used 
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Hit? What Wall Street “34a 
“ “Thinks and Lalks About § 


by the Sounterer 


to earn each year $51 without the owner 
but the owners dollars working for it. 
More such advertising would make Wall 
Street less a spot of grumbling and dis- 
content in a dull period. For then, in- 
stead of waiting for business to show up, 
there would be more of the spirit of 
drumming it up. This is the true Yankee 
fashion, which seems somehow to have 
been lost in the Street because so many 
things have come to it so easy in the 
last few years. 


* * * 


C. S. Burton, of the firm of A. B. 
Leacu & Company, in the “house organ,” 
the New York Chat, contributes the fol- 
lowing which seems worthy of passing 
along to my readers: 


“Dodge City was a bad town in the old 
days full of bad men, who shot at the 
drop of the hat and dropped it them- 
It was bad for busi- 
ness, bad for the peaceable citizens and 
gave the town a notoriously bad name. 
The merchants, bankers, the real citizens 
asked Bat Masterson to take the job of 
cleaning up the town. He did it by issu- 
ing just one edict, “Boys, shuck your 
hardware.” They did, and the women and 
children thereafter went about the streets 
of Dodge City unafraid. In November, 
on Armistice Day, the leaders of the na- 
tions of the world are going to try to 
agree to “shuck their hardware.” 


selves, if necessary. 


“The movement is of greater importance 
and fraught with more lasting possi- 
bilities than the great campaigns which 
were waged to sell our Liberty Bonds. 
The world is tiptoeing, gumshoeing to 
Washington to keep the most momentous 
date in history. The sleepy attitude of 
the public is astounding. Germany freed 
from her army and navy upkeep charges 
is preparing for the greatest commercial 
invasion of world markets in all history. 
Are we, in company with the other na- 
tions of the world to continue to handi- 
cap ourselves in a struggle in which with 
or without handicaps we will néed to ex- 
tend ourselves without limit. A satisfac- 
tory conclusion of the disarmament con- 
ference will mean more for the United 
States than any settlement of all our do- 
mestic problems combined. Whatever you 
can do to arouse public interest and senti- 
ment is a step in the right direction. Once 
done we can collect our advances to other 
nations, collect our trade balances, pay off 
our Liberty Bonds and more than all— 
politics can get out of business. Tax re- 
duction or further business stagnation de- 
pends upon what may be accomplished in 
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November. 


Root and make a rooter out 


of every man you can talk to.” 
** * 


A bond man happened to drop in on 
THE SAUNTERER wearing rather a discour- 
aged face. When asked what was on his 
mind he said business was rotten except 
for short term securities. What he found 
was that the individual business man has 
wholly withdrawn from the market for 
he feels he might need his surplus capi- 
tal for his business. He had just returned 
from Massachusetts and his experience 
impressed him with the idea that it would 
be impossible to sell gold eagles so short 
are people of funds. Unfortunateiy the 
bend men have not yet discovered that 
much of the dulness they complain about 
results from confidence being at a low 
ebb. They have not yet discovered, what 
the enterprising merchant already knows, 
that they should drum up business by 
good and intelligent advertising. As Tue 
SAUNTERER told this particular bond man, 
“how can you expect people to have faith 
in the soundness of your wares unless 
you proclaim it far and wide and that 
can best be done throught publicity.” The 
bond man saw the point and was con- 
verted, but he doubted if he could make 
his superiors see it also. 

* * cd 

An acquaintance of mine is spending 

his week-ends down at Monmouth Beach. 
It so happens that this particular individ- 
ual does not himself belong to the fortu- 
nate rich class, although he has relatives 
who do. But he has some interesting, and 
some amusing, experiences. He relates 
one which has to do with an after-dinner 
smoke of a small party of men; the ladies 
of the party had retired to the more con- 
genial atmosphere of the broad piazza 
overlooking the ocean. There were four 
in the party, including the reconteur. One 
was a New York banker, another, a weal- 
thy importer, and another, a very well- 
to-do business man. The importer had 
been complaining of the present depres- 
sion in business. The business man lis- 
tened and then, addressing each in turn, 
asked: “You made a million during the 
war, didn’t you?” The answer, even from 
my acquaintance, who did not even make 
the interest on a million at 1%, was in 
the affirmative. Then the interlocutor 
asked each if he had not saved $200,000 of 
the profits made, and the answer once 
more was affirmative. “Then what have 
you to kick about?” inquired the business 
man. The narrator admits that, even 
though he may be making upwards of 
$100 a week, and saving nothing, he is 
encouraged now. 
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Denison Writes About His Blue Sky Bill 


Western Congressman, Author of Federal Blue Sky Legislation, Makes Some Interesting 
Comment on Recent “Round Table Chat” 


passed between THE FINANCIAL 
Wortp and ReEpRESENTATIVE E. E. 
DENISON as a result of an article on Blue 
Sky legislation that was recently pub- 
lished under the title “But George Won’t 
Do It,” which commented on the Federal 


Goss interesting correspondence has 


Blue Sky law of which he is the author. 
In its article THe FINANCIAL Wor Lp re- 
marked the opposition among in- 
vestment bankers to his proposed statute 
and mentioned the fact that they gener- 
ally advocated the adoption of theVoL- 
STEAD Bitt as the more practical plan of 
curbing financing by the 
REPRESENTATIVE 
first communication is in the 
regarding certain 
parts of the article which were not en- 
tirely clear to him. In this letter he 


upon 


get-rich-quick 
Federal Government. 
DENISON’S 


nature of an inquiry 


wrote :— 
CONG. DENISON’S LETTER 
August 18, 1921. 
Editor, The Financial World, 
New York City. 

My attention has been called to an ar- 
ticle entitled, “But George Won’t Do It” 
in your issue of August 15th, and I have 
been somewhat interested by the com- 
ments on the bill known as the Denison 
Bill, of which I am the author and which 
is now pending before the Committee on 
Interstate and Foreign Commerce of the 
Of course, I have read the arti- 
cle in a clipping that has been sent me 
and do not know whether it is an edito- 
rial and, therefore, reflects your views, or 
whether it is a contributed article. At any 
rate I observe the following statement in 
the first part of the article, “By counting 
noses it appears that the bill drawn by 
Representative Volstead is more in favor 
than is another measure for which Repre- 
sentative Denison is responsible.” I would 
be very pleased if advise me 
the source of the information contained 
in that expression. It would be indeed 
interesting to know who has been count- 
ing the noses on this proposition and who 
is willing to assume the parentage of an 
expression of such a statement which does 
not represent the facts nor anything like 
the facts 


House. 


you will 


Permit me to call your attention to an- 
other paragraph in the article referred to 
which is, I think, quite an unfair state- 
I know that if this 
article has your sanction you do not want 
it to contain any misrepresentation of any 
of the provisions of the so-called Denison 
Bill. Therefore, I venture to call your 
attention to the following paragraph: 


ment of the situation. 


“As to the Denison law the Investment 
Bankers’ Association as a body is opposed 
to it on the ground that before any secur- 
ity of country-wide reputation could be 
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offered for sale it would be necessary to 
have it approved in practically every one 
of the thirty-eight states having Blue Sky 
Laws in force. That, it must be con- 
ceded, is a structural defect, which could 
materially interfere with the free func- 
tioning of the investment business.” 


As a matter of fact most of the states 
which now have fraudulent securities laws 
exempt from their provisions all securities 
which are ordinarily dealt with by banks 
and investment brokers, such as Govern- 
ment bonds, municipal bonds, railroad 
bonds, and public utilities securities. The 
issuance or flotation of such securities is 
uually controlled by some state or fed- 
eral regulatory body or officials which are 
considered a sufficient guarantee to the 
public against fraudulent or worthless flo- 
tation. Therefore, most of the states al- 
ready exempt such securities from the 
provisions of their laws, and it will only 
be a short time until all of the states pro- 
vide such exemptions. Where such ex- 
emptions are provided, then the provisions 
of the Denison Bill would not apply and 
therefore would not interfere with the 
flotation of such securities in any of those 
states. 


The Denison Bilf only makes it un- 
lawful to use the mails and agencies of 
interstate commerce to violate, evade or 
nullify the state laws. The Denison Bill 
simply makes it unlawful to send pros- 
pectuses and offers for sale of securities 
through the mails o1 agencies of inter- 
state commerce into a state where it is 
unlawful to sell such securities. Instead 
of it being necessary to have a security 
approved in every one of the thirty-eight 
states having blue sky laws before it can 
be sold, it is only necessary to have such 
security approved in the states in which 
it is desired to offer them for sale ‘and 
even that is necessary only in those states 
which do not have legal exemptions for 
that particular security. The Denison Bill 
would not make anything unlawful which 
is not now unlawful except that it would 
make it unlawful for anybody to use the 
United States mails and agencies of in- 
terstate commerce to violate state laws. 


It seems to me that the Investment 
Bankers above all others ought to join to 
secure the passage of such a law because 
it would stop the flotation of illegitimate 
and fraudulent securities and thereby im- 
prove the field for investment in legiti- 
mate securities. When this bill is con- 
sidered by the committee and perfected 
and enacted into law, it will contain no 
provisions that will interfere with legiti- 
mate investment business and will save 
the American people many hundreds of 
millions of dollars each year, and the In- 
vestment Bankers will then realize their 
bad judgment and lack of foresight in 


opposing this law, just as they have real- 
ized the same in opposing and fighting 
the state fraudulent securities laws. 

E. E. Denison. 


To his letter THe FINANCIAL Wortp 
promptly replied and explained more fully 
the parts of its article on which Mr. DeEnI- 
sON sought more light. It publishes here- 
with this letter as a result of which the 
Congressmen replied further outlining his 
own views as to the merits of his pro- 
posed legislation :— 


MR. GUENTHER’S REPLY 


August 19, 1921 
Hon. E. E. Denison, 


Washington, D. C. 


I wish to acknowledge your letter of 
the 18th, the contents of which I have 
read with a great deal of interest. Inas- 
much as you ask me so frankly to advise 
you as to the source of my information, 
on which the phrase, “By counting noses 
it appears that the bill drawn by Repre- 
sentative Volstead is more in favor than 
is another measure for which Represen- 
tative Denison is responsible,” I will an- 
swer you in the same spirit. 


This remark is based upon the action 
taken by the Investment Bankers’ Asso- 
ciation at their executive committee meet- 
ing recently in Milwaukee, when the as- 
sociation went on record in opposition to 
your measure. As the executive commit- 
tee speaks in behalf of the membership of 
its organization I do not think that I 
was elaborating upon the extent of the 
opposition to your measure; furthermore, 
I gather from my personal talks with the 
members of this fraternity here in New 
York City, that the majority do not look 
with favor upon your bill. 


If I am misinformed I would like to be 
corrected. The quotation which you seem 
to regard as not stating the matter prop- 
erly, 


“As to the Denison Law the Investment 
Bankers’ Association as a body is opposed 
to it on the ground that before any se- 
curity of country-wide reputation could 
be offered for sale it would be necessary 
to have it approved in practically every 
one of the thirty-eight states having Blue 
Sky Laws in force. That, it must be con- 
ceded, is a structural defect, which could 
materially interfere with the free func- 
tioning of the investment business.” 


The Investment Bankers’ Association, 
in their objection to the section of your 
bill, referred to in the above paragraph, 
much of which is quoted from their own 
statements, did not have in mind such se- 
curities in which they deal that are ex- 
empt from the operations of the Blue Sky 
Laws of the various States, but security 


(Concluded on page 359) 
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A World of Easy Marks 

Foreign dispatches tell of the collapse of 
the mushroom banking concern of Karl 
<oehn, of Berlin. This race track tout, 
for he was nothing else, swindled simple- 

inded Germans out of 37,000,000 marks 
in less than a year by a moss-grown 
-heme with which we are already famil- 
ar through its similarity to the opera- 
tions of Ponzi and 520% Miller. He 
operated a blind pool, through which he 
proclaimed inside information was _ se- 
‘ured on the races, and by paying large 
weekly dividends, succeeded in increas- 
ing each week the number of his clients. 
Like all such propositions they gain im- 
petus from one sucker telling another 
what a good thing he has fallen onto, 
and fatten on the usual greed of the vic- 
tim to increase his investments upon re- 
ceipt of a fat dividend check. As long 
as more money rolls in than is being paid 
out, the scheme continues to operate. But 
it does not last for long. Soon suspicion 
centers on the scheme. Victims become 
suspicious from the rumors they hear, and 
the crooks behind, scenting that the end 
is near, rush to get from under. But 
when people will gamble so recklessly in 
an illegitimate business, such as racing, 
sympathy is wasted upon them, for it 
is usually a case, where stupidity and 
money do not long keep company. If 
they do not lose it in one swindle they 
are bound to drop it in some other. Our 
own arch swindler George Graham Rice 
was first awakened to how easy it was 
to get the money of easy marks by much 
the same scheme as this fake German 
banker ran, by advertising tips on the 
races through a fake concern, the Maxim 
& Gay outfit. 

* * * 
Commission After Krape 

A reef has been taken out of the sail 
of the golden galleon in which the Wm. 
G. Krape Investment Co., of Denver, Col., 
was going to carry their clients into the 
pleasant waters of wealth. The Federal 
Trade Commission upon making careful 
inquiry into the methods used by the con- 
cern to sell stock in the Big Bear Oil 
Co., became satisfied that it was no secur- 
ity in which any money should be put and 
has started proceedings to stop all further 
sales. The charge is bluntly made that 
false statements were issued regarding 
the production, and that a further fraud 
was committed when 1,250,000 shares were 
paid to concerns for turning over certain 
leases, which were of doubtful value, or 
of no value at all. The Iconociast is not 
surprised at all to learn of this action. 
To him it has always been a source of 
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~ InThe Land of fairy nance 


By Iconoclast 


wonder how it could be possible for a 
concern like Krape to continue in business 
year after year, peddling the cheapest kind 
of stock, none of which could ever be- 
come a financial success except through 
the work of some miracles, and they nev- 
er happen with this type of share boosters. 
If it is not oil, it is mining stocks that 
Krape is handling and in their sale there 
are no words of an exaggerated nature 
in the dictionary which he won’t employ 
to sell them to inexperienced invest- 
ors. If the Federal Trade Commission 
can succeed in safely entombing Krape it 
will have done the investing public and 
the legitimate investment business a real 


service. 
* * * 


Cannan’s Syndicates 

According to C. C. Cannan’s statement, 
he has already organized ten small syn- 
dicates, each of which controls five acres 
of supposed oil land, and every one 
has had its units subscribed quickly. If 
this provides any evidence at all it would 
prove that the appeal to the small investor 
to try a twenty dollar flyer in an oil gam- 
ble is resulting in a rich reward to the 
scheming promoters who have hit upon 
this new financial device since the sale of 
outright stocks in oil companies has pe- 
tered out. But so far none of Cannan’s 
syndicates have made any money for 
those who have gone into them and the 
chances are very much on the side of their 
not doing so. These schemes seldom pan 
out; something more is needed than sim- 
ply control of a lease. The greatest diff- 
culty is to raise the money with which to 
drill, and, that done, there still is to be 
faced the uncertainty about whether oil 
will be found in profitable quantity or not. 


‘The only semblance to a gusher there is 


in any of Cannan’s syndicates is in the 
gushing language he employs to make 
possible investors believe he has found the 
royal road to riches. 


* * * 


Quick and Clean 

As the IcoNocLast runs his eyes over 
the multitude of get-rich-quick literature 
that passes through his department he 
cannot help espying in ‘certain phrases 
commonly used a much different mean- 
ing than is intended by the promoters. As 
an illustration let us for just a moment 
analyze two examples found in a circular 
of an oil company, “Oil Money is Quick 
Money” and “Oil Wealth is Quick Wealth.” 
Literally, this may be true, when applied 
to the legitimate development of an oil 
company. But, as this particular pro- 
moter uses these phrases, his meaning is 





ambiguous. What he would like people 
to believe is that, in companies like his 
own, there is no element of risk, and the 
profits are not only clean but quick and 
of unusual proportion. However, the Icon- 
OcLAST has found it much different. The 
investor, most usually, finds himself 
cleaned out quickly and cleanly when he 
puts his money into them. True, their 
ways are greased with pretty phrases so 
that they can quickly slide the investors’ 
money into the greedy maws of the de- 
signing promoter. The oily Tuckers have 
divested the American people within the 
last twenty years of several billions of 
dollars with their smooth tongues and 
pretty phrases. 
a 
Oil No Longer King 

As a source of great wealth oil no 
longer reigns supreme in the opinion of 
S. E. Cox, of Houston, Texas. Potash has 
taken its place. Now that he thinks he 
has discovered some potash land in Texas 
there is nothing lacking in his imagina- 
tion as to its possibilities. Cox talks as 
if potash has not been known in the 
country until his scouts ran across it, 
but he is in error. There are others in 
his low finance business who also thought 
they had a world-beater in potash, but 


only as an idea with which to beat fool- 


ish investors out of their money. 
* « +” 
Where Is the Joker? 

THE FINANCIAL Worvp still receives let- 
ters from subscribers inquiring about the 
proposition made to them by Louis Rubes, 
who claims he is no broker, or connected 
with any brokerage house, but is willing 
to give them inside information with the 
ultimate object that if successful they 
will join him in some of his pool accounts. 
To all them let us say that Mr. Rubes is 
just like many other small Wall Street 
operators, who find it is much easier to 
try out their theories with other people’s 
money than it is with their own. He 
claims to be in the confidence of pool 
managers, and does not release any or- 
ders except on their final say so. This re- 
minds us that same degree of personal 
assurances of the bookmaker, who tells 
you that he recommends his patrons to 
play certain horses for he wants them 
to win and thus get his money. That is 
what he is in business for. Such rot and 
nonsense. Pools do not work to let the 
public make money out of them but 
to make money out of those they can get 
to buy their stocks. Hence such state- 
ment as Rubes makes that he is in the 
confidence of pool managers should be 
considered with no degree of skepticism. 
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Kernels of Week’s Financial News 


Significant Financial Events of the Week Pithily Presented 
—Their Influence Interpreted Favorably or Unfavorably 


Corporate Matters 

Brooklyn Rapid Transit for the year end- 
ed June 30 reports a deficit of $350,858 
against a profit of $31,489 in the pre- 
ceding year.— 

General Cigar for the first six months of 
1921 reports net earnings equal to $3.92 
a share on the common stock against 
$8.19 a share in the corresponding per- 
iod of 1920.— 

Western Pacific for the year ended Dec- 
ember 31 reports net earnings equal to 
the entire 6% on the preferred and 
$1.61 a share on the common against 
$2.63 a share on the preferred in 1919.4 

Butterick 
months of 


Company for the first six 
1921 reports net earnings 
equal to $3.99 a share on the common 
against 17 cents per share in the cor- 


responding period of 1920.4 


Associated Oil for the first six months 
in 1921 reports net earnings equal to 
$7.59 a share on the capital stock against 
$9.14 a share in the corresponding per- 
iod of 1920.— 

Utah Copper for the second quarter re- 
ports a deficit of $444,229 against a de- 
ficit of $89,828 in the first quarter and 
net profits of $2,240,470 in the second 
quarter of 1920.— 

Nevada Consolidated for the second quar- 
ter of 1921 reports a deficit of $278,858 
against a deficit of $6,634 in the first 
quarter and net profits of $384,000 in 
the second quarter of 1920.— 

Chino Copper for the second quarter of 
1921 reports a deficit of $304,608 against 
a deficit of $53,137 in the first quarter 
and net profits of $330,152 in the sec- 
ond quarter of 1920.— 


Ray Consolidated for the second quarter 
of 1921 reports a deficit of $327,209 
against a deficit of $181,296 in the first 
quarter and net profits of $387,255 in 
the second quarter of 1920,— 

American Cyanamid for the year ended 

June 30 reports net after taxes and 

charges of $344,110 against $1,525,877 

in the preceding year.— 

Gas & Electric for the year 

ended July 31 reports net earnings from 

all sources of $9,897,605 against $9,297,- 

966 in the preceding year.— 


Columbia 


U. S. Steel Corporation reduces wages 
for unskilled labor from 37 cents to 30 
cents an hour.+ 


Commodities 
Oil—Daily production for week ended 
August 20, 1,315,440 barrels against 
1,304,070 barrels in the preceding week. 
—Excess of production for over con- 
sumption of June, 8,511,798 barrels 
against 12,112,111 barrels in May and 
2,400,331 barrels in June 1920.+ 
Coal—Production for week ended August 
13, Bituminous 7,726,000 
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Week’s Business Index 
(For the Week Ending 
August 24) 
UNFAVORABLE POINTS—24 
FAVORABLE POINTS-+21 
NEUTRAL POINTS= 
Analysis 

The week just closed has been a 
dull one from the standpoint of de- 
velopments of importance in the busi- 
ness world. Fundamentally, a mod- 
erate betterment of conditions could 
be noted but the readjustment prog- 
ress is slow. 

Dominant Factors 

On the whole sentiment is more 
optimistic and trade is looking toward 
the autumn with some degree of as- 
surance. Such gains as have been 
made in the textile and leather in- 
dustries since the turn for the better 
have been sustained. The basic in- 
dustries also continue to improve and 
further cuts in both wages and quo- 
tations for finished products by the 
Steel Corporation during the week 
cannot help but be stimulating. Cop- 
per remains dull and unchanged in 
price with the market firm. The oil 
Situation is little changed with no 
rally in prices for crude or refined 
products and _ production running 
heavily ahead of consumption. The 
threat of a possible strike by railroad 
employees is not given serious con- 
sideration in view of the already ex- 
tensive unemployment. Crop reports 
are mixed but nothing untoward in 
the conditions is seen with a possible 
exception of cotton which was re- 
flected in a sharp rally in that com- 
modity. 

Another gain was made in the ratio 
of reserves to liabilities by the Fed- 
eral Reserve System which now 
stands more than twenty points above 
this time a year ago. Call and time 
money were available in quantities to 
meet all legitimate demands. Bankers 
report liquidation of customer’s lia- 
bilities and a generally easing credit 
situation. 

The stock market was distinctly 
weak for no particular reason but 
selling was light, and of an unimpor- 
tant nature. The bond market gave 
a good account of itself with rails and 
tractions in favor. 

Foreign exchange rates were irreg- 
ular. Sterling and Canadian bills were 
higher and quotations on other prin- 
pal countries little changed. The 
German mark recovered from the loss 
two weeks ago. 

Constructive factors are in the ma- 
ority and the not distant future can 
be viewed with increasing confidence. 


W ednesday, 





7,175,000 tons in the preceding week 
and 11,813,000 tons in the correspond- 
ing week of 1920.4 Anthracite 1,722,000 
tons against 1,564,000 tons in the pre- 
ceding week and 1,851,000 tons in the 
corresponding week of 1920.4 

Cotton—Active and strong. New Yor 
spot for middling 14.15 cents against 
12.80 cents a week ago.+ 

Sugar—Weak.— 

Coffee—Quiet and easy.— 

Provisions—Firm.+ 

Cereals—Active and irregular.= 

Steel—Price for 8 principal products 
$49.63 unchanged from the preceding 
week.= U. S. Steel makes further price 
cuts. Demand improving.+ 

Lead—Steady at 4.50 against 4.35 a week 
ago.+ 

Tin— £150 against £151 10s a week ago.— 

Spelter—Steady at 4.20 against 4.10 a 


week ago.+ 
Copper—Firm and unchanged at 12 
cents.= 


Pig Iron—Demand shows 
Prices firm.+ 

Monetary Metals—Silver domestic un- 
changed at 9914 cents.— Foreign 62% 
cents against 62 cents a week ago.+ 
Gold bars 1lls 11d against 113s ld a 
week ago.— 

Price Index—Bradstreets for 31 articles 
of food products, $3.01 against $3.01 on 
the preceding week and $4.36 in the 
corresponding week of 1920.= 


Bond Market 

Bond sales for the week amounted to 
$42,223,000 against $43,038,000 in the 
corresponding week of 1920, a decrease 
of $815,000.— 

3ond market—Moderately active and ir- 
regular. Liberty Bonds soft. Indus- 
trials irregular. Railroads steady. Trac- 
tions firm. Foreign firm. 
dull. = 

Important bond offerings of the week— 
International Cement $1,500,000. Utah 
Light & Traction $1,401,000.= 


Stock Market 

Stock sales for the week amount to 2,628,- 
200 shares against 2,744,500 shares in 
the corresponding week of 1920, a de- 
crease of 116,200 shares.— 

Stock market—Reactionary.— 

Public Utilities—Dull and steady.—= 

Outside market—Heavy.— 

Other markets—Paris firm, London quiet, 
Boston, Philadelphia and Chicago low- 
er.— 

Important stock offerings of the week 
Consolidated Gas of Baltimore $2,500,- 
000 8% preferred.= 

Average price of 20 rails ranged fron 
72.30 to 69.87 against 75.81 to 73.90 in 
the corresponding week of 1920.— 

Average price of 20 industrials ranged 

(Concluded on page 356) 
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Endicott-Johnson—The Ford of the Shoe Industry 


HE public generally has not heard 

so much about the recovery of 

Endicott-Johnson Company as it 

has of the recovery of Ford Company. 

The latter has a publicity department. 

Nevertheless stockholders in the former 

company may take just pride in what has 

been accomplished, an accomplishment in 

many ways fully as creditable as that of 
the Ford Motor Company. 


Endicott-Johnson stock is practically the 
only security, among those offered to the 
public during the hectic war and post- 
bellum booms, that is still selling well 
above its initial offering price and that has 
never sold below that price. 


The public offering price of the stock 
early in 1919 was $37.50 a share. The 
actual open market price was not as low 
as that, being around $44 a share upon its 
introduction to trading on the New York 
Curb. But the stock has never even sold 
below that price since. It was listed on 
the New York Stock Exchange in June, 
1919, advancing from around 80 to 150 
by November, 1919. The high in 1920 
was 147 and the low 47, the latter price 
being the lowest price since the stock was 
listed, registered in the demoralized mar- 
ket of December, 1920. In June of this 
year when most industrial stocks were 
making new low levels, Endicott-Johnson 
did not break through 53. 


NOT OVER-PROMOTED 


All of which tends to prove that Endi- 
cott-Johnson was one company at least 
which was not over-promoted. 


Nor has the management at any time 
been carried away by the extravagance of 
the times, or the temptations of the stock 
market. They have apparently tended 
strictly to business. 


The predecessor Endicott-Johnson Com- 
pany was a close corporation, which had 
had its beginnings as far back as 1894 
when Henry Endicott began to purchase 
the stock in the Leicestershire Manufac- 
turing Company, a corporation engaged 
in the manufacture of shoes in Johnson 
City, N. Y. (then known as Leicestershire, 
N. Y.). Soon afterwards he took George 
F. Johnson in as a partner with him. The 
business of the corporation grew by leaps 
and bounds, but up until 1919 it was con- 
tined under the partnership form, its 
owners being reluctant to incorporate. 
That is another story, the telling of which 
is not permitted by the space allotted here. 


REASONS FOR SUCCESS 
The success of the company has been 
based very largely upon the policy of fair 


August 29, 1921 


dealing and of catering to that portion of 
the public which buys moderate priced 
shoes. 


That the policy of the company has 
been always honest as well as far-sighted 
is due to the energies of George F. John- 
son, its present president. While Henry 
Endicott was the president up until his 
death in 1920, Johnson has always been 
the active head and operating genius of 
the company. The efficiency of his or- 
ganization is famed throughout the shoe 
world. Like Henry Ford, he has been an 
extremely generous employer, and has 
carried out numerous welfare projects 
which have made him the idol of the 
workers. 


But to relate specifically how Endicott- 
Johnson has recently come through a pe- 
riod of drastic readjustment and depres- 
sion, and has recovered from it only to be 
handling at present the greatest volume of 
business in its history, at a time, too, when 
many other big corporations have yet to 
clamber out of the mire of despondency in 
which they find themselves. 


About a year after Endicott-Johnson 
had been incorporated and had sold its se- 
curities for the purpose of raising new 
capital to be used in further expansion, 
or on December 31, 1919, the company was 
stocked up with inventories to the amount 
of $18,000,000 and had advanced goods to 
its customers on account to the amount of 
$10,243,000. It was then committed to 
the payment of $8,000,000 in notes, 
$2,500,000 to employees (under the profit- 
sharing plan), $1,172,000 in dividends and 
$2,331,000 in taxes. 


It had made big money that year, over 
30 per cent. on its common stock, after 
charging off bonuses to its employees and 
heavy Federal taxes. 


TOOK BULL BY THE HORNS 

But as before stated, it did not plunge 
ahead on a wild program of extravagant 
expansion. Its business held up remark- 
ably well during the first half of 1920, so 
well, in fact, that,even with a sharp fall- 
ing off in the last half of the year, the 
gross sales for the full year were the 
highest on record, practically $75,000,000. 

How well the company resisted the 
temptation to overload on inventories, a 
temptation which nearly all other large 
companies yielded to in 1920, is evidenced 
by the fact that at the end of the year 
the volume of goods carried was very 
little more than at the end of 1919. Their 
actual value was very much less, and here 
is where the conservatism of the manage- 
ment was shown to still greater advantage. 










Out of the profits of the year were marked 
off losses, due to the decline in market 
values of inventories to the amount of 


$7,330,589. 


Having cleaned house and put itself 
into a strong cash position—the company 
had $5,888,000 cash on hand at the end of 
1920, more actually than it had at the end 
of 1919—Endicott-Johnson was in a posi- 
tion to take advantage of low prices and 
to reduce its own prices, so as to stimulate 
business. It went slow for a time, but as 
soon as business began to come in, the 
operations of its plants were gradually in- 
creased and by May it was back to normal. 


By June the company was on a capacity 
operating basis, turning out 95,000,000 
pairs of shoes daily, the highest on record. 
During that month a new factory, which 
had been in process of construction, was 
opened. This added 6,000 to 7,000 pairs 
of shoes a day to the output. 


DIVIDENDS SAFE 

For the first six months of 1921, Endi- 
cott-Johnson earned net, after Federal 
taxes, and employees’ shares of profits, 
$1,957,000, which was equal, after pre- 
ferred dividends, to $4.29 a share on the 
common stock compared with $4.90 a 
shared earned during the first six months 
of 1920. The half year’s dividend re- 
quirement on the common stock is $2.50 
a share. 

Judging by the way operations have in- 
creased in recent months, however, it 
would seem to be almost a foregone con- 
clusion that the last half of the year will 
show a considerably larger balance for 
the common stock than the first half. In 
short, the prospects are that the company 
will cover its common stock dividend re- 
quirements more than twice over. 


The financial condition as revealed by 
the balance sheet of July 2, 1921, was 
stronger, in many ways, than it has been 
since 1919. A further reduction in cur- 
rent liabilities, amounting to about $4,500,- 
000, has been accomplished. The company 
had less cash on hand, and less accounts 
receivable, but it had more inventories, 
and the inference is that it had increased 
its inventories largely through the pur- 
chase of very low-priced materials. 

Last December when the stock sold 
down to 47, the current gossip was that 
the dividend would be reduced. It has 
since proved that there was no foundation 
for that canard. So far as can be seen 
ahead at this time, continuation of the 
dividend is assured. In fact, it is more 
logical to look for extra payments or an 
increase in the dividend within the next 
year, than it was to talk about a reduction 
six months ago. 
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“Bears” Are Peculiar 


WHat 


whom 


peculiar people are 

Wall Street parlance has 
“Bears!” At the close of the 
August 20, the Street was 
sudden further cut in 
S. Steel. Said one financial 
“Cut- 
ting of wages never tends to produce an 


dubbed 
week ending 
discussing the 
wages by U. 
commentator 


in an evening paper 


upward movement in stocks.” 


misunderstood our 
always 
have anything which 
would tend to reduce the costs of opera- 
tend to in- 
If we have 
then 
with tangible 


Perhaps we have 


economics of business. 3ut we 
understood that 
would 


tion and production 


crease the margin of profits. 
been correct in that understanding, 
U. S. Steel, 
and current assets and surplus equal to 
times the market price 
rather cheap. 


at around 74, 


than three 
stock, 


more 


of the would seem 


* * * 


The Prospect Pleases 


HERE not have been any ma- 
terial changes in the 
look in the seven 


can be 


may 
business out- 
past days, but it 
said with assurance that the pros- 
pect is pleasing. Reports from the west 
that the 


to reduce their debts substantially, 


indicate farmers have been able 
already 
and this should tend to improve the credit 


situation greatly. 


The Federal Reserve 
last that 
the burdens of the coming year they can 
Le borne without any hardship The bank- 
ing position has been sound enough, de- 


Bank 


whatever 


statement 


week proves may be 


dulness in business generally in 
to carry through 


spite the 


the past eight months, 


the crop moving season without difficulty. 


The news concerning the level of com- 
rodity prices continues encouraging. The 
t:ndency toward stability is discernible, 
ard reassuring. 

Whatever unpleasantness there may be 
comes from contemplation of what was 


germinated in the past. 


Governor Strong, of the New York Fed- 
Bank, 
Washington, in a 


stated in 
public way, that he 
record, for the benefit 
of those who persisted in taking a gloomy 
view of things, that the country has en- 
tered on a cycle of recovery. The pro- 
fessionals who are at present the most 
active traders in the market, however, 
seem to have overlooked that statement 
altogether, or do not wish the public to 
get hold of it and digest it. 
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eral Reserve recently 


wished to go on 


are disposed to accept such state- 
ments from men like Mr. Strong as far 
more important than the guesses of spec- 
ulators and professional pessimists. 
* « & 


Putting Them Back to Work 


OME of the railroads are putting re- 

pair men back on their jobs, which 
we regard as a favorable sign. Atchison 
the other day resumed work at its To- 
peka shops. Union Pacific also has an- 
nounced the reopening of its repair shops. 

The significance of the resumption of 
such work is that the railroads have come 
to the at least some of the 
larger carriers, that the worst of depres- 
sion is about over. 


conclusion, 


‘ 

No better evidence could be asked for 
than that which proves that the wage 
cuts which went into effect on July 1, 
and the reductions in costs of materials 
and supplies that have been made so far 
this year, have made possible the resump- 
tion of needed work by the railroads even 
though Congress has delayed giving the 
financial relief President Harding has said 
was so essential. 

It should be time to look for general re- 
vival and to feel encouraged. In that 
frame of mind, the investor readily will 
realize what bargains Atchison and Union 
Pacific are at present prices. 

*K * * 
Stirring Up Cotton Men 
HE Southern 
advanced 


banks daily are being 


money from Washington 
which is so helpful to proper cotton crop 
movement and will prevent needless sacri- 
fice. 

The South has much disturbed 
mentally and needed something to bring 
back. The fact that the Gov- 
ernment is on the job to help the producers 
out of their difficulties will make for bet- 
ter sentiment, and that is what produces 
the business revival that industry, rail- 
roads and individuals thrive on. 

x ” * 
Building Speeds Up 

T goes without saying that, if the build- 

ing trades become active, all other lines 
will benefit in some degree. The demand 
for labor, commodities and transportation 
naturally would be diffused throughout 
the business world. 


been 


its poise 


The present year opened with building 
only about 60% of normal. In March, 
economists recognized the situation one 
that was standing in the way of a full 
measure of progress in deflation. 


The latest statistics available are reas- 


suring. June last showed building opera 
tions up to normal. July showed them 
topping the normal level. 


The normal (estimated) for June on 
a per capita basis is $161,700,000. June 
this year showed building operations at 
$160,480,000, which was some $19,000 
ahead of the same month last year. 
In July, building operations totaled $155,- 
800,000 which contrasts with the estimated 
normal expenditure for the month of 
$151,000,000. According to Bradstreet’s 
building permits in July in 147 cities were 
32.4% ahead of last year. 

The decided improvement should sug- 
gest something to the thoughtful investor. 
While there may not be a reconstruction 
boom this year, conditions are shaping 
for the arrival of such a boom later on. 
The next thought is, what stocks should 
be attractive with such a prospect in view? 

One would be Westinghouse Electric & 
Manufacturing common which at this 
writing is selling at about 40, and which 
pays 8%. Then there is Otis Elevator, 
selling snes 88, and paying 8%. Ameri- 
can Smelting & Refining is not paying a 
dividend, but that should not be looked 
upon as a reason for neglecting the stock 
Once earnings return to normal, and once 
the reconstruction is under way, all of the 
stocks mentioned, 
few of 


which are only a very 

the number that should directly 

benefit, promise a substantial rise later on 
* * * 


Little End of the Horn 
RISES, periods of business depres- 
sion, periods of helter-skelter pros- 

perity and all abnormal times _ bring 
forth much that is instructive, much that 
is amusing, and much that is misleading 

“We can be prosperous without the aid 
of Europe,” opines a certain writer on 
financial subjects, who has published an 
article on foreign trade in a popular maga- 
zine that has just come under our obset 
vation. 


Our foreign trade is the “little end of 
the horn,” he assures us, and we have 
grown so big, so rich and so prosperous 
that we can live unto ourselves. Our 
foreign trade is small compared to our 
domestic trade. It would be an easy mat- 
ter for the American people to consume 
the entire production of this country. 

This same writer, who is so certai! 
foreign trade is a trivial thing, at the out- 
break of the war, wrote a long and labor- 
ious article in which he declared the 
World War could not last longer than 
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Episodes in the Life of the Street 


No. 2.—An Optimist Who Dreamed of Empires With Whom Fate Dealt Un- 
kindly and From Whose Efforts Others Benefited 


ALL STREET either loves or 
Wi ies aspirants to leadership. 

Some she will gracefully take 
into her arms, while she will pick out 
others for destruction. Her attitude all 
lepends upon the course they pursue to- 
wards her. Should they observe her 
traditional policies of doing business Wall 
Street may be depended upon to lend her 
vhole-hearted support provided the new- 
ymer has something worth while 


By LANDON C. GATES 


draw business and which it could supply 
with its surplus products. 


This thought gave birth to what is now 
the Kansas City Southern, one of the 
most profitable of the smaller railroads of 
the country. When Stilwell planned this 
road he estimated that in time it would be 
capable of handling $10,000 traffic per 
mile per annum, a figure which has long 
ago been exceeded. When he was en- 





and large enough to finance. But 
should he imagine he can put his 
scheme over alone then let him 
look out for he must make good 
or he is never forgiven by the 
Street. 


COE 


mon 


Being the money power The 
Street insists upon the first call to 
any large financial operation. This 
it regards its prerogative, and woe 
betide the man who essays to think 
otherwise. Unless he is financially 
fortified to resist onslaughts his : 
road is a hard one to traverse. At 
every turn he may expect to meet 
the incessant opposition until he is 
compelled to succumb. This is the 
fate of several brainy promoters 
who defied the Street and at- 
tempted to go it alone. A person 
may safely assume, whenever his 
eyes run across an item in the 
financial columns of his news- 
paper to the effect that Wall 
Street is gunning for a certain 
person, that that individual has 
grievously hurt its pride, and is 
marked for slaughter. 








That was what happened to A. 
E. Stilwell, the railroad builder, 
who attempted to finance the construction 
f his properties by a direct appeal to the 
public. He might have succeeded did not 
the fates will otherwise. And the fates 
seemed to have been allied with Wall 
Street. If there ever was an optimist in 
the true sense it was this dreamer from 
the West. That section was not his birth- 
lace, for he originally came from New 
York State and, like many ambitious 
\merican boys, migrated to the section 
beyond the Mississippi because of the 
‘rreater opportunities it offered for their 
levelopment. 


Eventually Stilwell found himself in 
Kansas City. He had already made a 
considerable success in the insurance 
business. But this field was too limited a 
lomain for his active mind to be satisfied 
with. The city was capable of further 
levelopment, This idea took firm hold of 
lim and it was not long before he saw 
efore him an empire from which it could 
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ARTHUR E. STILWELL, 
Practical Dreamer and Railroad Empire Builder. 


last name of which is his own first name, 
to commemorate its founder. 


However, this was not the first dream of 
the empire builder. Not a whit discour- 
aged he still treasured other schemes in 
his mind for the further development of 
Kansas City, which owes to his energy its 
large convention hall, one of the most 
commodious in the entire west. This time 
the course of his other empire was to 
wend its way through the south- 
west across Mexico to a port, 
Fuerta, on the Pacific Ocean. Out 
of this thought emerged the Kan- 
sas City, Mexico & Orient, a rail- 
road which seemed to have a fu- 
ture had it not been that several 
towering circumstances arose 
which prevented its completion. 
When the storm broke about the 
property there was already more 
than 1,200 miles in operation, a 
large section of which was in 
Mexico. 

As the breach between Wall 
Street and Stilwell had never been 
healed, the funds for the construc- 
tion of the railroad had to be 
raised through public appeal, and 
the fact that in spite of the Street 
he succeeded in constructing 
nearly two-thirds of it indicates 
the man’s remarkable resourceful- 
ness and his magnetism as a pro- 
moter, for without outside aid ex- 
cept from those in Kansas City 
who knew and recognized his abil- 
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ity, he raised himself more than 
$40,000,000. The Orient, like the 
Kansas City Southern, developed 


een 





gaged in building the road it was not 
known by the name it is now called, but as 
the Kansas City, Pittsburgh & Gulf, and 
was nicknamed “the road that ran as 
straight as the crow flew,” which meant, 
in railroad parlance, it cut right to the 
heart of the territory it aimed to serve. 


At first Stilwell*had the support of the 
powerful financial interests. Joined with 
him were Gates, George Pullman, and he 
was even friendly with the Harriman in- 
terests. However, there soon was a fall- 
ing out and it was not long before his 
enemies seized upon the upset financial 
conditions to freeze him out. While they 
succeeded, Stilwell will always receive the 
credit of enriching the South with another 
strategic railroad, and there are many 
towns along its right-of-way that owe 
their existence to his dream and his opti- 
mism. Down in the lower part of Texas, 
on the Gulf of Mexico itself, is Port 
Arthur, quite an important little city, the 


a section of Texas, Kansas, Okla- 
homa and Mexico, which up to that time 
was very much in need of railroad facili- 
ties. Of him it has been said towns blos- 
somed forth wherever he went. And they 
did, for towns follow the rails. 

But then the Mexican Revolution broke 
out. Stilwell’s best friend, Porforio Diaz, 
was dethroned. The part of the Orient 
situated across the border was confiscated 
by the revolutionists and the destruction to 
his ambition they started was completed 
by Wall Street, for when he needed its 
assistance most he was met with rebuffs 
and reminded that as he thought he could 
build a railroad alone he might as well 
finish it. 

Though his dreams failed so far as he 
was personally concerned, he will gc 
down into history as ranking with that 
other empire builder, who also saw his 
vision realized, Henry Villard, the builde: 
of the Norther Pacific. Both of them de 
veloped empires that have enriched the 
country. 
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American Locomotive— 

When the equipment shares strength- 
ened up at the opening in the past week 
it was noted that American Locomotive 
responded quickly on limited trading, 
which led to the conclusion that the sup- 
ply of the stock is limited. According to 
a canvass of those interested in this secur- 
ity the floating amount of stock is lower 
than at any time in the history of the 
company. Not long since Baldwin was 
selling far above American Locomotive, 
but at this writing there is a spread of 
around 12 points in favor of the latter. 
It is stated that two large firms have 
taken about 50,000 shares of Locomotive 
out of the market since the first of the 
year and recently a rumor has gained cur- 
rency that amalgamation with another 
large company may come this fall. 
American Sugar — 

The developments in the affairs of this 
company and in the general sugar situa- 
tion account largely for the weakness in 
the stock, but it is interesting to note 
that the price has been down close to the 
low record which was established in 1891. 
This will give some idea of the drastic 
liquidation that has taken place. The stock 
continues to act weak and in many quar- 
ters there is a belief that it may ultimate- 
ly go below the old low level. 


American Telephone 

Over 7100 new stockholders were added 
to the list of American Telephone by pur- 
chase of rights and payment in full for 
new stock on July 20. According to the 
company’s latest estimate there are 212,- 
000 stockholders, including employees, 
which compares with 139,448 on January 
Ist last. This would seem to indicate a 
large degree of confidence in the com- 
pany’s future. 





Baldwin— 


There was a sharp rally at the open- 
ing of last week which took along Bald- 
win Locomotive. Later, when Congress 
adjourned without passing the rail relief 
bill, the stock eased off, but the break was 


purely technical and the price rebounded 
easily. 


Bosch Magneto— 


Last week was ushered in with appar- 
ently unexpected and urgent demand for 
Bosch Magneto stock. This was in evi- 
dence at a time when other industrials 
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were on the down-grade or were inactive. 
One explanation given for the sudden in- 
terest in the stock was the report of an 
expected increase in the rate of operations 
from 50 to 60% of normal next month. 


Endicott-Johnson— 


It is believed that Endicott-Johnson 
around its present price of 57 represents 
complete liquidation in this stock, and 
judging by the favorable official reports 
the company seems definitely to have 
turned the corner for better business. The 
plants have been running at or near ca- 
pacity for the past sixty days and it is be- 
lieved that new orders are sufficient to 
keep operations at the present rate for 
the balance of the year. In the first six 
months it is believed the full year’s divi- 
dend requirements were very nearly 
earned. The action of the stock would 
indicate a favorable technical position. 


Famous Players-Lasky— 


Beyond a short-lived rally of around two 
points at the opening last week, Famous 
Players did not make any noteworthy 
response to the declaration of the regular 
dividend or to the favorable half-yearly 
earnings statement which accompanied the 
action. Traders have come to look upon 
this stock as one of the mysteries of the 
Street. Prior to the dividend meeting, 
many thought that the payment would be 
reduced and others believed that it would 
be made in scrip. The annual payment 
of the full cash disbursement did not 
meet with the sort of activity which one 
would have anticipated. 


General Electric— 


A premium for borrowing purposes at 
mid-week caused General Electric to be 
bid up for a recovery of some three points 
from the previous low. Outside of this 
development the stock held generally firm, 
and seems to indicate by its action a tend- 
ency to hold an attractive place. 


Lb. F. Goodrich— 


According to advices from Akron the 
Goodrich people have been liquidating high 
priced inventories and gradually reducing 
bank loans, thus producing a more satis- 
factory financial position. In the first half 
of the year Goodrich paid off $14,000,000 
and it is said another $2,000,000 has been 
cancelled. It is officially stated that the 
company is operating on the smallest in- 
ventory in its history. All tire stocks, 
however, are in a somewhat vulnerable 
position technically, as a result of rumors 
regarding further price reductions and the 
general business situation. 








International Paper— 

Quotations for International Paper com- 
mon have been showing little reflection 
of the recent reported gradual increase in 
production by the company. The stock 
at this writing is more than 30 points from 
the high level reached shortly after the 
publication of the last annual report. The 
public no doubt is indifferent when it al- 
lows a stock to sell down to around $41 
a share in the face of earnings equal to 
$52 a share in the immediately preceding 
year. 


P. Lorrilard— 


A seven point break in P. Lorrilard was 
staged on Tuesday last when tobacco 
stocks suddenly became weak and pre- 
sented a rather unstable front to the at- 
tacks of the bears. There was nothing in 
the news to account for the decline or to 
cause holders to relinquish. The invest- 
ment position is one of the strongest in 
the tobaccos. 


Sears Roebuck— 

Traders fully appreciate the difficult 
position in which Sears-Roebuck is placed 
and which was so illuminatingly discussed 
in a recent issue of THE FINANCIAL WorLp 
in its Research Bureau Department. The 
stock early last week declined to a new 
low of 59% before it found any support 
at all and even then the backing was half- 
hearted. 


Studebaker— 


The production figures for the second 
quarter of this year for Studebaker show 
22,305 cars manufactured in the three 
months ended June 30 against 11,733 in 
the corresponding period of last year, and 
11,435 cars in the first quarter of 1921. 
Generally speaking, Studebaker showed 
ability to advance readily last week and 
did not seem in any wise disposed to re- 
sign leadership in the motor list. 


U. S. Realty— 


Holders of U. S. Realty believe that be- 
fore the end of the year the stock will 
go on a dividend basis. While there have 
been no developments of importance re- 
cently the expected return of a high offi- 
cial of the company from Europe is rea- 
son for confidence on the part of fol- 
lowers of the stock that something in the 
way of important news will be announced 
The stock has been acting strong of late 
and the company continues to buy in its 
bonds due in 1924. 


U. S. Rubber— 


Gloomy predictions regarding the show- 
ing of semi-annual earnings do not seem 
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to have any noteworthy effect upon the 

ock which was firm around mid-week 
ind the price being above that of many 
ymmon stocks that are paying good divi- 
ends. 





Utah Copper 

The June quarter earnings report of 
Utah Copper disclosed a larger deficit 
han in any previous months of the de- 
yression period in the metal industry, and 
traders who have been bearish regarding 
the present dividend rate look upon the 
statement as justification for their posi- 
In some quarters it is firmly be- 
ieved that a further cut in Utah’s divi- 
iend is forthcoming. 


tion. 


Westinghouse Electric— 

It is only natural that traders should 
’e concerning themselves about possible 
reduction or changes in dividend disburse- 
ments by industrial companies. In this 
‘onnection Westinghouse Electric has not 
escaped comment, but it seems unlikely 
that the regular 2 per cent. quarterly divi- 
dend which is to be acted on September 
7 will be changed. Guy E. Tripp, chair- 
man of the Board of Westinghouse, has 
departed for Europe and will be absent at 
the time of the dividend meeting and this 
fact is believed to indicate that there is no 
question about the continuance of the pres- 
ent disbursement. 


Worthington Pump— 


In the first week in September the di- 
rectors of Worthington Pump meet to take 
action on their dividend. Last week there 
was a decline on the part of the stock to 
new low ground, which would indicate 
that traders anticipate some unfavorable 
development at the coming meeting. The 
company earned huge profits during the 
War, but many believe its future is rather 
uncertain, and in consequence have looked 
upon the present $6 dividend rate as in a 
precarious position. However, there is an 
opposing opinion that Worthington before 
long should be entitled to inclusion among 
stocks to be regarded favorable in antici- 
pation of reconstruction activity. 





Oils 





Cosden Oil— 


The year’s low record for this stock has 
been lowered day after day recently, which 
is in sharp contrast with the rather spec- 
tacular forward movement which was 
staged in previous months. The 2'%4% 
dividend rate is still in force, but talk 
concerning current earnings is very pes- 
simistic. 


General Asphalt— 


When the Mexican Oils forged ahead 
around mid-week as a result of news 
from the City of Mexico that had been 
interpreted favorably, General Asphalt, 
which had been under heavy pressure for 
some time, advanced. But nothing save 
sentiment occasions such movements. 
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Middle States Oil— 


Friends of Middle States were in sup- 
port of the stock during any weakness in 
the oil list last week and coincidently ru- 
mors were heard to the effect that some- 
thing favorable was about to be announced. 
This doubtless facilitated the movement. 
When the regular 3 per cent. dividend 
was declared, it was stated officially that 
the executive committee of the board had 
been directed to determine such extra com- 
pensation to stockholders as they may 
deem proper for the current half year pe- 
riod. This gave impetus to the campaign. 
Pacific Oil— 

Last week there was noteworthy firm- 
ness in the price of Pacific Oil, due prob- 
ably to the. fact that operating expenses 
have been greatly reduced. Net after all 
charges, except taxes and before outside 
income in the first half of the year, was at 
a rate equal to $5.30 a share. Outside in- 
come would be equivalent to 50 cents a 
share. The initial dividend of $1.50 a 
share is taken to indicate that the stock 
is to be placed on a $3 dividend basis. 


Pan American Petroleum— 


The shorts in this stock were hastily 
driven to cover following the overnight 
disclosure that the President of Mexico 
had invited heads of American oil inter- 
ests to a conference for the purpose of 
finding the best way out of present diffi- 
culties and to come to an agreement as 
to satisfactory settlement of the tax dis- 
pute. 


Texas Company— 

This department has received informa- 
tion from what it has reason to believe 
is an authoritative source to the effect 
that the Texas Company is more than 
earning its present dividends, and that 
drastic writing down of inventories has 
placed the company in an exceptionally 
strong financial position. The fact that 
the company is able in spite of the rather 
hampering conditions in the oil industry 
to make such a good showing is looked 
upon as strong recommendation of the 
securities. 


Rails 


Rock Island— 


When the professionals directed their 
attention last week to the rail division, 
there was weakness in Rock Island com- 
mon which yielded, although not substan- 
tially. It is reported by the management 
that July earnings were very satisfactory 
and that August promises to do as well. 
Although there has not been any great 
gain in traffic, freight is moving. The 
company recently has gainéd the lion’s 
share of traffic between the Twin Cities 
and Kansas City, which it is understood 
the management has been fighting to ob- 
tain for some time. This addition to earn- 
ings will mean considerable once business 
has improved to something like normal. 





Union Pacific— 

Earnings statements of Union Pacific 
continue to justify the favorable analysis 
of this splendid property which appeared 
recently in THe FinanciaL Wortp. Al- 
though gross operating revenue dropped 
more than two and a quarter million dol- 
lars for July, compared with the same 
month last year, net revenues increased 
by nearly two million dollars. This was 
very good indeed, but the really signifi- 
cant feature was the gain of gross oper- 
ating revenues in July over June as well 
as the gain in net. The first item for 
July was $14,050,000 as against $13,855,- 
000 for June. Net last month was $3,408,- 
790 which contrasted with June’s net of 
$2,797,000. <A little arithmetical calcula- 
tion will show that the net in July gained 
over June about three times the net in 
gross, and this improvement represents 
saving in operating expenses as a result 
of wage reductions. This showing is 
also quite -in line with statements which 
have appeared in connection with the 
railroads in THe FINANCIAL WokrLD, even 
at a time when other commentators were 
disinclined to take as optimistic a view. 
Unless there should be something unex- 
pected and entirely unforeseen in the lat- 
ter half of the year, Union Pacific’s pres- 
ent dividend rate should be earned with 
a liberal margin. 





Steels 





American Steel Foundries- 


It was rather surprising that Steel Foun- 
dries should sell off so easily in the face 
of supposedly authentic information that 
the regular-dividend most likely will be 
declared the first week in September. In 
the first quarter, the company earned the 
proportion for the period, but in the sec- 
ond quarter failed to do so. It is believed 
that the second half of the year will show 
earnings sufficient to cover dividend re- 
quirements, and the strong financial posi- 
tion and absence of debts places the af- 
fairs of the company in a satisfactory posi- 
tion. At the present selling price, the stock 
is on a 16 per cent. yield basis. 


U. S. Steel— 


The bears have been threatening for a‘ 


long time to “go after” Steel common. 
Their long deferred campaign was _ ini- 
tiated on Tuesday last and at one step 
of the game they drove the price down to 
7214, but at this level firm resistance was 
encountered and the attackers driven back. 
It would seem only natural that support 
should come for the stock around such 
a low price level, particularly in view of 
the more encouraging reports that 
coming in from fhe steel centers. An- 
other factor is the recent reduction of 
wages which makes it possible for the 
corporation to get back to the level of 
four years ago. While the trade outlook 
may not be anything to become enthu- 
siastic about it is much better than it has 
been for some months. 


are 


339 


CORES 





ES ET SPIT A SEPT Te 








By THE OBSERVER 


American business men who have 


Mexico been in Mexico express considerable 
Coming enthusiasm over the evidence of 
Back good business and stability that has 


come to their attention. What they 
are impressed with most is the apparent effort made 
by Government officials, bankers and business men in 
general to convince Americans of their sincere desire 
to reestablish cordial diplomatic as well as business 
relations with the United States. 


This is a spirit well worth our cultivating, for the 
opportunities for the investment of capital and for the 
extension of our business in Mexico, because of her 
close proximity to ourselves, are much more inviting 
than in countries further away, and where, for the 
present, the struggle is arduous to recover from the bad 
effects of the war. 


Mexico’s President already has assured us of his 
Government’s desire to restore her credit abroad by 
arranging some financial plan whereby interest de- 
faulted.upon her obligations would be paid in full; an 
intention that has resulted in a considerable recovery in 
the price of her obligations. While this cannot be done 
at once it is most reassuring to know that this intention 
is sincere. 


A further indication of Mexico’s desire for amicable 
relations with her sister nation to the north, is the in- 
vitation she has extended to a group of our oil men, 
with properties in her dominion, to come to Mexico 
City for a conference with the President with a view 
to reaching an understanding on an equitable basis. 


Such is the broad way with which she is approaching 
her external problems. She is pursuing a policy of 
two-sided reasoning, appreciating that where differ- 
ences arise the better procedure to adjust them is by the 
policy of getting together and talking them over. 


We should not block this laudable purpose. 


With the division of opinion be- 


Debt tween the two political parties as to 
Limit whether New York City in con- 
Barrier tracting credit has or has not ex- 


ceeded the debt limit as fixed by law 
would it not be a wise step if a little more attention 
were paid, not only by the framers of our laws, but by 
the tax payers, towards providing greater safeguards 
than now prevail as a check upon municipal waste. 


According to the present law a city, or any in- 
corporated community, can issue bonds to the ex- 
tent of ten per cent. of the assessed valuation of its 
real estate. In the case of New York City this law 
provides there can be deducted from such appraisal 
those bonds created to finance improvements the 


revenues from which take care of the fixed charges, 
included in which are bonds issued against city docks 
and for the construction of subways. 


What the basis for assessment of values is largely 
dependent upon the arbitrary determination of a 
board. Those figures are not always realized. Under 
a political regime, such as for example the one that 
prevailed under Tweed, when the city was given over 
to political loot, it can readily be imagined what hob 
could be played with values as the basis of determining 
bonded debt. There is nothing to prevent it being 
jacked up to meet the demand for any bond issue under 


contemplation, and still be within the provisions of 
the law. 


At the present time, when it is so tempting for 
municipalities to borrow money because the exemp- 
tion from Federal tax does not apply on their se- 
curities, when the terms are so exceptional compared 
with the rates other classes of securities must pay to 
make themselves attractive to investors, stricter pro- 
visions should be applied to protect tax payers from 
the creation of additional bond issues unless there is an 
actual warrant for them. 


There is no more occasion for waste by municipali- 
ties then there is for the individual. The debt of New 
York City today, per capita, is much greater than it is 
in other parts of the country, and no one feels the 
pinch more than the owners of real estate. 


An explanation is made by the Bos- 


Rather ton News Bureau, in one of its 
Poor recent issues, as to the cause for the 
Excuse present financial plight of the 


Atlantic, Gulf & West Indies Co. 
as a result of its ambitious attempt to become a 
dominant factor in the oil business. 


The explanation is a unique one. We hardly think 
it will appeal with force to the shareholders. This 
paper declares that at one time the company could have 
paid a cash dividend of $200 a share but, to have done 
this, would have meant that the shareholders would 


have had to pay to the government about three-quar- 
ters of this melon for taxes. 


Rather than pay the Government such an enormous 
sum, the officials of the company cast around for an 
opportunity to use it for the further expansion of the 
business, and oil, it seems, in Mexico, offered the most 
inviting channel for the furtherance of their plans. 


The first venture in this direction involved the ex- 
penditure of $5,000,000. But this amount was but a 
drop in the bucket. Once involved in this extremely 


speculative undertaking, additional millions were re- 
quired,—so that in less than two years a successful in- 
dustrial corporation, able to have paid a cash dividend 
of $200 a share, has found it necessary to suspend 














dividends entirely, and its stock, once selling over $200 
a share, has dropped to $20 a share. | 


As the shareholders now view this precipitate fall 
from prosperity, the majority of them would declare 
unhesitatingly that it would have been far better for 
them had they received their cash dividend, though 
but one-fourth would have been their share, after the 
payment of Government taxes, than to have gambled 
with it in a business entirely new to the officials of the 
company. 


Through this ill-starred ambition not only did they 
lose their dividend but, what is more distressing, there 
has been brought about a serious impairment of their 
investment. The experience of the company is only 
another lesson of what usually happens to the shoe- 
maker when he deserts his last. 


After clinging to a high ideal in 


Time’s journalism for twenty-five years, 
Proud there must be an immeasurable de- 
Record gree of satisfaction to its disciple to 


realize to what lofty heights of 
prosperity and useful influence it has carried him. 
This is the sense of satisfaction that must now fill the 
heart and soul of ApotpH Ocus, as he this year cele- 
brates the twenty-fifth anniversary of The New York 
Times under his guidance. 


The Times’ accomplishments during all these years 
Mr. Ocus modestly puts forth in his salutatory. To his 
associates he pays a proper meed of praise for the shares 
they have had in making The Times the great power 
it has become as a moulder of public opinion. As a 
family newspaper the paper is incomparable. The 
wisdom of Mr. Ocus’ policy, that a newspaper is ac- 
ceptable to the community even though it does not bor- 
der on the sensational, if, in its pages, can be found a 
record of the most important activities day by day has 
also been successfully proved by The Times being re- 
garded with such high esteem by the entire business 
community of New York City. 


But, above all, no newspaper can become a great 
power in a community unless it tries to reflect the best 
interest of its population, or does not champion the 
cause of the people against exploitation or despoliation, 
both of which duties The Times has performed with 
commendable courage and sincerity. As Mr. Ocus so 
clearly outlined in his salutatory, The Times may not 
always have been in accord in its views with all of its 
readers, but never could there have been breathed a 
suspicion that it was not sincere. 


Founded on high ideals success was bound to come 
to The Times for which we hope even a larger measure 


for it for the coming quarter century. It richly de- 
serves it. 


While the after effects of the war 


Stable have contributed to no small degree 
Exchange to the dislocation of international 
' Wanted trade unquestionably the present 


mercurial fluctuation in foreign ex- 
‘hange has had its share in this demoralization, and 
until some plan is devised for its stabilization no im- 


mediate or sustained recovery can be anticipated in the 
near future. 

It has been pointed out, and with considerable force, 
by international foreign exchange experts, that a great 
mistake was made by the conferences at Versailles 
when so little attention was paid by the statesmen who 
drew up the covenant for the League of Nations to 
provisions for stabilizing the monies of the different 
members of the League. 

Something useful along this line could have been 
whipped into shape through some international agree- 
ment. As it is now, exchange is permitted to drift 
along and it has become a plaything of international 
gamblers. It is further weakened by the continued 
emmission of paper money which draws it away 
further and further from the gold parity upon which 
the currency is based. Exporters and importers are 
unable to gauge their business with any accuracy since 
they do not know from day to day what value the 
money of the countries with which they are doing 
business will possess. 

Under such unstable conditions it is almost impossi- 
ble to do business with that confidence which is so 
necessary for success. Uncertainties unsettle stability. 
Such is the influence the foreign exchange situation 
at present exerts. A prominent Italian economist, 
speaking at the Institute of Politics at Williamstown, 
suggests an international federal reserve system as an 
effective stabilizer of foreign exchange, an agreement 
between different nations for the issuance of certificates, 
properly secured by national resources, until the world 
has recovered its normal poise. 


His suggestion is not unique. Eventually some such 
an agreement must be reached. 


Unemployment is no advocate of the 

Gompers — usefulness of a labor leader since 

Errs it has been drilled into the worker 

Again that a membership in a Union is 

a form of protection for the job 

he holds down. As the ranks of the unemployed have 

been increasing for months because of the depression 

in business, Samuel Gompers is disturbed in mind, as 

he may have received many letters from workers inquir- 
ing why it is that they have no work. 

We assume this from his most recent outburst hint- 
ing at the possibility of serious labor troubles if em- 
ployers persist in throwing men out of work. Were 
Gompers an economist, which a constructive labor 
leader should be, he would know employers are not 
cutting off their noses to spite their faces, that they are 
not disorganizing their business simply to force labor 
to reasonable terms. 

Did Gompers see the true light that reflects the real 
cause for so much unemployment he would say to his 
men, “the wisest course for you to adopt in this present 
crises is to forget your union card and put your heads 
together with your employers and find a common basis 
upon which you can work so that there could be an early 
return to prosperity.” 

He should realize that we are in an industrial crisis 
where the question is, vot how much we should get 
for our services, but how much can a business pay and 
remain solvent. 
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Under Scrutiny 


ERTAIN foreign bond issues, prin- 
C cipally those of municipalities, are 

said to be under the scrutiny of the 
Government, according to dispatches from 
Washington last week. It was stated that 
officials fear that some municipalities, 
should their exchanges return to parity 
by the time of redemption of the bonds 
issued, will find themselves under neces- 
sity of redeeming bonds amounting to the 
value of the lands, buildings and re- 
sources of the towns issuing them. 

There is no doubt but that now that 
this country has assumed such an impor- 
tant role as one of the world’s leading 
creditor nations it is vitally important that 
the deepest investigation and the most 
careful study should be made of all for- 
cign issues offered in this market. 

This department at all times has en- 
deavored to confine itself to discussion of 
certain fundamentals and news develop- 
ments in the foreign situation for the in- 
formation and guidance of its readers. It 
has not given its unreserved approval of 
all foreign issues, and when it has placed 
its endorsement upon an issue, whether 
stock or bond, it has been careful to make 
such reservations as seemed necessary to 
the full protection of both the integrity of 
the publication and the interests of such 
as might be influenced by its recommen- 
dations. 


A careful reading of the article on the 
New Europe, in this issue, will do much 
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to clear the atmosphere regarding gener- 
al conditions. In subsequent issues of 
this publication, it is proposed that vari- 
ous foreign bonds, of all classes, will be 
analyzed as comprehensively as possible. 
*x* * x 
ENGLAND’S CURRENCY 

The paper currency of England, accord- 
ing to latest figures is smaller by £31,600,- 
000 than a year ago. An increase in the 
Bank of England reserves of £1,400,000 
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was offset by a decrease of £33,000,000 
in currency notes. Although England is 
beset at the present time with many poli- 
tical problems which tend to unsettle con- 
ditions somewhat, the work of readjust- 
ment to a sounder economic basis is not 
interrupted, and the improvement in the 
currency situation is a decided evidence 
of the thoroughness with which the pro- 
cesses of deflation are being carried out. 
x * * 


GERMAN CREDIT BALANCE 


The large receipts of gold from Ger- 
many in the past two weeks have at- 
tracted considerable comment in the finan- 
cial district. International bankers are 
drawing attention to the fact that the gen- 
eral public has no conception of the many 
expedients which are being taken advan- 


tage of by Germany in its determination 
to build up foreign credits for reparation 
payments. There is constant revival of 
old German securities, largely composed 
of municipal bonds and there appears to 
be a steady demand in this country on ac- 
count of the depression of the market for 
these securities. 


A local banker is authority for the 
statement that Germany has provided fully 
for the balance due by August 30 on the 
1 billion marks reparation payment. This 
banker expresses the belief that a large 
part of Germany’s effort to establish new 
credits here is in connection with the pay- 
ment for exports of merchandise. 

* * * 


CITY OF PARIS LOAN 

The offering in July last of the City 
of Paris 534% loan was one of the most 
important financial transactions that has 
been consummated in Europe for some 
time. The amount of the loan was un- 
usually large for such an issue and the 
Icttery provisions unique. Repayment is 
to be affected through four drawings an- 
nually, beginning September 1 next, and 
the prizes include two of 1,000,000 francs, 
six of 150,000 francs, eight of 100,000 
francs and others aggregating 5,625,000 
frances annually. 

* * * 


CANADA REPAYS LOANS 


It has been said that the purchaser of 
government and of the best municipal and 
private corporation bonds of Canada has 
95 chances out of 100 of getting his money 
back. This means that the Dominion en- 
joys a very high grade rating. The re- 
cent payment of 15,000,000 two-year notes 
of the 5%% loan of 1919 added mate- 
rially to the strength of the position of 
Canadian government obligations in this 
market. 

* * * 


EUROPEAN CURRENCY BONDS 

The currency bonds of Europe continu 
to attract considerable amount of atten 
tion in this market and several recent i 
sues seem to be quite popular. One 
the interesting offerings was that of 75 
000,000 guilders by the Government 
Dutch East Indies, bearing 7%. The 
bonds are being offered at par and inte: 
est and are redeemable at par by actua 
drawings sufficient to retire the issu 
within forty years. 


Another important issue that has foun 
favor is that of 350,000,000 marks in 5¢ 
bonds of the Nechar Hydro Electric Cor- 
poration. The bonds are guaranteed as 
to principal and interest by the Germar 

(Concluded on page 352) 
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Are You Living in the Present? 


RE you living in the present, or are you occupying yourself mainly with the 
A future? A leading financier, who has accumulated a fortune in his lifetime, 
asked that question when he was approached last week by a representative of 
this publication for an expression of opinion regarding the securities markets. 
The professonal element in the street has been at work and it has been doing most 
of the talking, and very nearly all of the trading in the stock market. 


The unobtrusive people who make fortunes have been filling their strong boxes, 


and smiling to themselves. 


Wall Street is well liquidated, according 
to the financier alluded to above. Com- 
modity prices have taken a move forward. 
The banking situation is sounder than it 
has been for a long time, and the crop 
movement has been conducted with sur- 
prising lack of strain. 


Elsewhere in this issue are cited other 
factors which bear on the situation. As 
this review is being written, word is re- 
‘eived of further expansion in building 
operations and business men in various 
sections report that the turn to better- 
ment is growing more apparent. 


On Wednesday last, the bear contingent 


turned upon both rail and _ industrial 
stocks, with the result that numerous 
minus signs appeared opposite closing 
prices for the day. But the big feature 
in connection with the day’s operations 
was that there was absolutely no news 
upon which to predicate the attack on 
stocks. 


The chart reader perhaps will remark 
with a chuckle—there, I told you they 
would go down. Why did prices fall? 
Not because the charts said so, if they 
did, but because there was no competitive 
buying. 


One day last week P. Lorillard declined 
some seven points and there were only 
500 shares traded during the day. Had 
the decline anything at all to do with the 
merit or demerits of the stocks, or with 
earnings, or anything of that nature? We 
think not. Possibly someone who held 
500 shares needed money and was willing 
to take what he was offered. And the 
pricg was registered, regardless. Had 
there been a generally active market, the 
effect of the sale of the 500 shares would 
have been lost in the shuffle. 


The man who pulls a long face, and 
scorns the sort of statements as appear in 
these columns about the outlook, reminds 
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us of the sad-eyed western farmer who, 
even when the prospects for his crops ap- 
peared brightest, if asked what he thought 
about the outlook would reply—“Well, 
things may be pretty good, and they may 
not be so bad. But they’re likely to be a 
whole lot worse before they get very 
much better.” One corner of his wheat 
land had been inundated the previous 
day by a heavy rainfall. The land lay in 
a gully. And this farmer saw, in his 
mind’s eye, water all over his wheat land. 


While a great deal of liquidation among 
industries has been accomplished, the 
process is not complete. There will be 
many called before another year rolls 
around. But, while not withholding sym- 
pathy from the unfortunate, the net re- 
sult will be favorable. There may be 
more passing of dividends, more com- 
panies in financial difficulties, and such 
“cleaning up” of the situation. But that 
does not mean that the investor is to look 
upon the situation with the mental view 
of the pessimistic western farmer. 


We observe no reason for altering our 
opinion regarding the attractiveness of 
railroad stocks as a purchase. In its Au- 
gust review, the Irving National Bank 
says: “The railroad situation is distinctly 
brighter than at any time during the pres- 
ent year.” This is in corroboration of our 
own opinion. 


—_U-——_ 


“MEX. PETE” RUMOR 


A report appearing on the tickers of a 
New York news agency last Thursday 
precipitated a sudden drop in the price of 
“Mex. Pete.” The report was to the effect 
that directors had met and deferred action 
on the dividend. It subsequently was an- 
nounced that no meeting had been held 
nor would there be one until early in 
September. The present is just the time 
when canard manufacturers are most 
active. 
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MRT 
six months, because there wasn’t enough 
money in the world. He did not recognize 
the simple economic truth that money 
doesn’t amount to a hill of beans, save 
as a medium of exchange. 
production of things is 
Money is a symbol. 
cute peanuts. 


He forgot 
what counts. 
We might substi- 
Or shinplasters. 


True, our foreign trade doesn’t amount 
to much compared with 
trade, in dollars. 


domestic 
The main spring of a 
watch isn’t much without the balance of 
the mechanism. Just the same the watch 
would not work without the tiny little 
coil. 


our 


* + * 
What Would You Do? 
FEW more dividends have _ been 
4 passed, a few deferred, and more 


have been Ceclared payable in script in- 
But that does not mean 
that there has been some new develop- 
ment that has changed the face of finan- 
cial conditions. Such happenings were 
foreshadowed more than a year ago. 


cash. 


stead ot 


A manufacturing enterprise engages in 
activities which are 
fundamental 
rent 


of certain 
It employs cur- 
for turning out of finished 
sale and distribution, re- 
newing the current capital by the returns 
obtained from sale of products. 


made up 
processes. 
capital 

products for 


If current capital has been put into 
and partially finished products, 
and there is very little demand for those 
products, then stockholders cannot ex- 
pect to sit in at a division of profits. For 
further discussion of this interesting 
phase, read the talk on Simple Economics 


in this issue, page 353. 


finished 


But when dividends are being passed, 
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deferred, cut, or paid in script the holder 
of such stocks need not accept the situa- 
tion as hopeless. There may be oppor- 
tunity for improving on his position. If 
the reader will watch the suggestions ap- 
pearing weekly in THE FINANCIAL WorLp, 
full advantage can be taken. 


‘-£* 


Wanted: Energy in Business 

UST what will put real energy into 

business? One answer would be—the 
same ingredient that will enable the in- 
vestor to assure for himself substantial 
profits from purchase of sound securities 
at present price levels. 
is, confidence. 


Taking the average monthly deposits in 
savings banks during 1918 as a base, there 
was a gain in July this year of 132.2 in 
the eleven Federal Reserve banks in 
Greater New York. And deposits of coun- 
try banks are continuing to grow. That 
is a healthy condition. 


The country has wealth enough, and 
everything with which to stage a revival. 
All that is needed to lubricate the machin- 
ery is confidence. 


One has but to look at the strength of 
the reserves of the federal reserve mem- 
ber banks of New York and Boston to 
appreciate just how thoroughgoing has 
been the change from the very low ratios 
before the readjustment process was put 
in motion. 

_ . 


The Unemployment Menace 

HERE is no doubt about there being 

an unemployment problem. But, ac- 
cording to good authority, the suf- 
fering attendant upon the condition is not 
so acute as it has been in former years. 





That ingredient - 






It is only natural that sympathy be ex- 
pressed for the jobless. But there is a 
phase of the situation which investors 
should take note of. 


Fundamental conditions throughout the 
country now are on a sounder basis than 
they were when wages were at the top, 
living costs at maximum, and everybody 
that wanted to work was employed. The 
kind of prosperity that prevailed then was 
the wrong kind. The kind of dulness 
now prevailing is the right kind, as the 
interval between inflated prosperity and 
sound business health. 


Business cannot be run at the expense 
of the tax-payer or the employer, solely 
for the purpose of producing wages. If 
that is tried, the consequences are disin- 
tegration. Although the process of read- 
justment may be slow, the fact remains 
that it is making for a condition that 
should encourage investors. The average 
of unemployment in good and bad times 
is three million. The present total is over 
five million. And the present employ- 
ment situation is being compared to the 
maximum period. After all, investors 
will do well to regard the talk going the 


1ounds with calmness. 
* ak * 


Wastage of War 


E hear a great deal about the terri- 
ble wastage of war. There is no 
subject that is so likely to bother the 
student, and confuse the average man. 


‘Every so often we learn of the ingenuity 


of this or that man or this or that in- 
dustry in making what, upon first thought, 
looks like waste, resolve into a net gain. 


Here is the latest, gleaned from the 
news of the day: Henry Ford, who seems 
to be rather a versatile person, is re- 
ported to have purchased 857 carloads of 
cordite, a very high-priced explosive. He 
is going to make artificial leather by the 
use of the 35,000,000 pounds of high ex- 
plosive which no one wanted, and which 
was rapidly deteriorating in British ar- 
senals. 


So war, and inflation, and business de- 
pression, have their virtues after all. They 
are teaching our manufacturing enter 
prises ways and means of cutting down 
production costs. 


x x * 
Steel Demand Expands_ 
ATCH ssteel! According to thi 


authority of the iron and_ steel 
trade, Jron Age, producers of steel see 
more signs of the lowering of stocks on 
hand, which have blocked the way be- 
tween them and hand-to-mouth existence, 
than have been visible for some time. 


Hope of better buying this fall has be- 
come more tangible, there is an increasé 
in orders, and a more urgent demand for 
early deliveries. 


It cannot be said that there is anything 
in the situation which justifies great con- 
fidence. But there is reassurance, which 
has been a ‘minus quantity for many 
months. 
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Disregard Day to Day Developments 


dangerous for the investor to give too close attention to, or be influenced 


\ ) Y E are in a period when, so far as the markets are concerned, it would be 


by, the day to day developments. 


The only sure sign-board to watch is 


that on which is written the fundamental factors that make prices and determine 


values. 


The foregoing applies with equal force to the stock and the bond markets. Last 
week, sentimentally effected by the decision on the part of traders that there probably 
will be delay in completing arrangement whereby the railroad debt may be funded, 


rail bonds sold off. 


Copper issues, reflecting weakness in the red metal list in the stocks which resulted 
from poor earnings statements by several producers, were inclined to be weak. Some 
industrials were soft, while a few public utilities were strong. 


Cuba Cane Sugar convertible 7s suf- 
fered a serious decline when the stocks 
came in for bear pressure. The break 
was coincident to Street rumors regarding 
the credit position of the company which 
it was said was not as satisfactory as it 
should be. Then the suspension of activi- 
ties in the raw sugar market was a con- 
tributing influence. 


The marking down in several good rail- 
road bonds afforded investors opportu- 
nity for purchase at yields that were well 
above what are to be considered proper 
considering the outlook for the roads. 


Among the bonds which attracted at- 
tention during the week and which seem 
to be favorably situated, both because of 
the outlook for the issuing companies, 
and because of the high yield at current 
prices, were, Big Four 6s, St. Paul de- 
benture 4s, Rock Island refunding 4s, Le- 
high Valley 6s. 


Considerable interest was evidenced in 
Uruguayan issues during the week. The 
8% dollar loan has met with considerable 
success and the 5% sterling gold loan of 
1910 also came in for attention. The lat- 
ter is payable at the fixed rate of $4.86 
to the pound, so that it really is a dollar 
loan. Foreign municipal issues were in 
favor. 


In advising that the present is about as 
good an opportunity as could be desired 
for the purchase of good securities, we 
are governed by the belief that the fun- 
damentals have so improved that they 
are the important factors to watch from 
now on. The trouble, however, with giv- 
ing advice of this nature is that investors 
are apt to find fault if they go into the 
market and buy only to find their secur- 
ities afterward lie dormant, or sustain a 


August 29, 1921 


decline. We do not pretend to be able 
to say definitely that this or that bond 
will not decline or that it will reach a 
certain level in a specified time. 


“Do it now” and “Buy Now” signs and 
advices frequently are misconstrued. They 
remind us of the captain of industry who 
wanted to put pep in his office force. He 
hung “do it now” signs all over the place. 
When he came to take stock of results, 
he discovered that his cashier had skipped 
with $2,000, his chief clerk had eloped 
with his stenographer, and his head office 
boy had joined the navy. 


The best policy at present, because the 
safest, is to confine purchases to sound 
rail and public utility bonds. That is spe- 
cific enough. 

etude 


American Smelting Declines 

There was a wide break in the price of 
American Smelting & Refining common at 
midweek, which occasions little surprise 
in view of the low quotation for the 7 per 
cent. preferred, which is selling around 
the level of many non-dividend payers. It 
is realized that there has been a sharp fall 
in the company’s earnings as a result of 
the stagnation in the copper industry. But 
with the gradual expansion of building ac- 
tivities, some benefit is certain to accrue 
to this company. 

a 
Northern Pacific Recedes 

For no particular reason possibly than 
perhaps some belated profit taking as a 
result of the recent substantial rise in 
price of Northern Pacific this Hill line 
stock led the short selling in the rail 
group in the middle of last week. The 
road is supposed to be at last getting con- 
trol of operating expense. 





Paper Mills 


We offer the notes and First 
Mortgage bonds of leading 
newsprint mills, thoroughly 
recommended after full in- 
vestigation, at prices to yield 
from 7% to 8%. 


Ask for Circulars 
Nos. 10-X and 12-X. 


Peabody, 


Houghteling & Co. 


168. LaSalle St, 366 Madison Ave. 
Chicage New York 


Detroit Cleveland St. Leuis Milwaukee 











Our Four Bond 


Departments 


Railroad Public Utility 
Industrial Foreign 
—enable us to fully meet the bond 


requirements of Banks and Band 
Dealers. 


Inquiry invited. 


PYNCHON & CO. 


Members New York Stock Exchange 
111 Broadway New York 


Private Wires to principal cities of 
United States and Canada 




















We Finance 


Electric Power and Light Enterprises 
with Records ef Established Earnings 


We Offer 


Bankers and Investment Dealers 
Proven Power and Light Securities 


Correspondence Solicited 


ELECTRIC BOND AND 
SHARE COMPANY 


(Pald-Up Capital and Surplus, $24,500,000) 
71 Broadway, New York 




















German Government 
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Information for 
Investors 


Halsey, Stuart & Co. book- 
letsand pamphlets covering 
abroad range of investment 
subjects are sent free upon 
request. Write for the kind 
of information you want. 


How to Judge Municipal Bonds 


HE essential points to be looked for in selecting Municipal 
Bonds for investment are covered authoritatively in our 
pamphlet “Bonds of Municipalities.” 
The text is written in non-technical language so that the 
information may be equally clear to those who have limited 
or broad experience with bonds of this type. 


Mail the coupon—or write for pamphlet 7.¢. 15 


HALSEY, STUART & Co. 
Please send me without charge: 


QO Pamphlet “Bonds of Municipalities.” 
O List of Municipal Bonds. 





HALSEY, STUART & CO. 


INCORPORATED 





CHICAGO 
209 S. La Salle Street 


DETROIT 
Ford Building 


NEW YORK 
49 Wall Street 


MILWAUKEE 





1st Wis. Nat’1 Bk. Bldg. Security Building MetropolitanBank Bldg. 


BOSTON PHILADELPHIA 
10 Post Office Sq. Land Title Building 


ST. LOUIS MINNEAPOLIS . 














Prominent Financiers Under 
Fire | 
An Unfortunate Promotion That Now Finds Itself in Court 
Charged With Deception. 


SENSATION has been caused in 
A Wall Street and in State Street, 


Boston, by the filing of a suit by 
the well known Stock Exchange firm of 
Richardson Hill & Co., against the pro- 
moters of the International Products 
Corporation, among whom are some of 
the country’s most prominent financiers. 
Between the two companies a bitter quar- 
rel has developed, which has now reached 
the courts for adjustment. 

The action is not one simply involving 
the charge of a breach of contract, which 
can sometimes arise out of a misunder- 
standing, but involves the serious allega- 
tion of fraud, in the sale of a block of 
stock to the brokers. 


Among the defendants appear such 
names prominent in the financial and com- 


mercial world as J. Ogden Armour, Ed- 
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ward J. Berwind, Minor C. Keith, Perci- 
val Farquhar, William N. Baldwin, Rod- 
ney D. Chipp, Thomas W. Streeter, 
George H. Olney, Joseph E. Stevens, Ar- 
thur H. Van Pelt, Philip W. Henry, 
George T. Baldwin, and Germon E. Sulz- 
berger, and the executors of the estate 
of the late Theodore N. Vail, the de- 
ceased President of the American Tele- 
phone and Telegraph Co. ' 


Richardson Hill & Co. charge that they 
bought stock to the extent of over $1,400,- 
000 upon representation of certain officers 
of the company that it owned some of 
the finest cattles ranges in the world in 
Paraguay, on which 5,000,000 head of cat- 
tle were to be fattened for the market, 
more than 2,000,000 tons of wood which 
would make good tan, a packing plant 
that already was doing a profitable busi+ 


ness; and that, on the basis of the busi- 
ness done the year that the stock was 
bought, it was estimated the profit for the 
coming year would exceed $2,300,000. Up- 
on these representations Richardson Hil 
& Co., through their attorneys, charge 
they were lead to underwrite for the com 
pany a big issue of its stock. 


FACTS MISUNDERSTOOD 

Not finding the facts to be as the 
understood them the brokers insist they 
should be re-imbursed. Because of the 
serious nature of the charges brought 
against men of such high repute the case 
is not one which should be judged be- 
fore all the evidence is heard. The high 
standing of the plaintiff in this action re- 
moves any suspicion that it is a strike 
suit. We can well understand how the 
brokers feel in the matter. They had 
interested their clients in the purchase 
of the stock fully believing in the truth 
of what had been told and, upon dis- 
covering that the situation was not in 
accord with what was their understand- 
ing, they now feel justified in taking 
such legal steps as would indicate their 
sincerity of belief in what they 
handling. 


were 


Yet, it also is possible that some off- 
cial of the company in his enthusiasm 
may have colored the prospects of the 
company, which of course could not in- 
volve in any moral turpitude the charac- 
ter of the prominent men identified with 
it in the capacity of directors. If there 
was any guilt of this nature it may be 
found to have been confined to the per- 
son to whom was left the negotiation for 
the sale of the block of stock to the 
brokers. 


FOREIGN DEALINGS 


They too may have believed in what 
was told them by the actual directing 
heads when they attended the directors 
meetings. Necessarily they had to have 
this confidence for the enterprise was one 
whose principal location of business was 
in a distant country. The enterprise was 
one of the numerous ventures exploited 
for the development of foreign oppor- 
tunities with American capital, which, up 
to the present time, has proven disastrous. 
Such exploitations have not only crippled 
many of our companies, but have resulted 
in considerable bad feeling among th: 
participants, the wounds of which 
take a long while to heal up. 


will 


O 
International Harvester Active 


This company is gradually working in 
to a strong financial position as the re- 
sult of accumulation of cash and_ the 
cleaning out of the current asset and lia- 
bility position so that at the end of the 
year the company should have close on 
to $25,000,000 in cash and a large amount 
of quick assets in excess of liabilities. Ac 
cording to an official, the finished imple- 
ments on hand can be sold at a profit at 
the reduced prices which become effec- 
tive on September Ist next. 
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Market Ready for Heavy Buying 


of any kind during the past week, unless it be that of “innocuous desuetude.” 


T HE open market for public utility securities could lay no claim to distinction 


Trading, even in these dull times, was conspiciously, and from the broker’s 
standpoint painfully light. Price changes were insignificant. 


Odd lot buying is always present to some degree and now is no exception, but such 
purchases formed the major portion of the week’s business and, of course, this does 
not constitute the basis for a consistent upturn. A bull market can develop only when 


buying in quantities materializes. 


There is no reason to believe but that heavy buying will develop sooner or later, 
but when, only the chart wizards and those who have access to Mount Olympus dare 
venture an opinion. In so far as the public utilities themselves are concerned a sound 


foundation already exists for higher levels. 


Many profound theses have been pre- 
pared on the subject of the psychology of 
fear. No psychologist would have to 
seek further than Wall Street for striking 
examples with which to illustrate his 
leading points. The expressed reason for 
each and every adventure into the realm 
of speculation is for the purpose of “mak- 
ing money,” which, it might be added, is 
a sufficiently sound excuse. A buyer in- 
vestigates a security and is convinced that 
it is cheap in the light of prospective 
values and if bought and held the hidden 
merits will later assert themselves and 
the display of foresight will be suitably 
rewarded. 

After arriving at conclusions such as 
the foregoing a purchase is made and 
very often the buying order is followed by 
a stop loss. In other words, a buyer con- 
siders a security a bargain at a certain 
level, but should it work lower it is less 
desirable and must be gotten rid of. 
Eventually the stock recovers and goes to 
the expected levels and the person who 
had convinced himself that it should do 
this very thing wonders how it happened 
he put in a stop: loss order when another 
buying order was the dictate of reason. 

The point is this: public utility securi- 
ties, as a class, are in a sound position 
and indications point very clearly toward 
higher market values later on. The ele- 
ment of time cannot be eliminated from 
speculation and to exercise patience for a 
prolotiged period is perhaps even more 
trying than seeing values decline after 
making a commitment at what was be- 
lieved to be bottom price. Present day 
purchasers are procuring real speculative 
bargains in public utility stocks and they 
ought not become so discouraged or im- 
patient, if paper profits are not seen im- 
mediately, as to dispose of their holdings 
and their fortunes elsewhere. 


August 29, 1921 


Fear not only forces the sale of sound 
securities at ridiculously low levels, but 
prevents equally their purchase under 
similar conditions. Just at the present 
time securities possessing intrinsic value 
and earning power which warrant much 
better prices are untouched. This is true 
not only of the public utility market, but 
of all markets and the farther down prices 
go the less the securities are wanted. 
Only a few hardy “professionals” and 
others who have the courage to act on 
their convictions get in at low levels—the 
public never does. 


At the other end of the market, when 
market prices are obviously above real 
values, what might be called the psychol- 
ogy of exubrance usually reacts to the 
effect that the casual speculator keeps on 
buying the higher prices rise and the 
thought that anywhere this side of the 
moon is the top never enters his head. 
But it is a little premature to discuss sell- 
ing securities because of inflated values. 


The first half of 1921 was the best pe- 
riod, from the standpoint of net earnings, 
that the public utilities have enjoyed 
since the increased operating costs inci- 
dent to the war became effective. The 
full effect of wage reductions and other 
economies such as lower coal and oil 
costs was not apparent, but their signifi- 
cance will be reflected in the statements 
covering the last half of the year. Esti- 
mates compiled by The Electric World 
show gross revenues for the month of 
May of the electric light and power utili- 
ties exceeded those of the same month last 
year by $8,500,000, despite the industrial 
depression, while operating and mainte- 
nance expenses increased only about 
$950,000. This is indeed an achievement 
of utmost significance to the holder of 
junior securities. 











The Price of Money 


and its effect on 
The Price of Bonds 


Comparatively few people realize 


that the trend of bond prices is 
controlled in great measure by the 
prevailing rate for money. 


Our circular No. 1589 discusses this in- 
teresting subject and offers sugges- 
tions that should help investors to 
take advantage of the present oppor- 
tunities in the bond market. 
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present such an opportunity. 


| or sooner. 


Republic of Uruguay | 
(Payable at Fixed Exchanges) it 


| 
| External Gold 5s of 1919 | 


For those who desire to purchase a long-term security in 
dollars at a fixed rate of exchange, the Uruguay 5s of 1919 


| 

The principal and interest payable in United States gold at 
| the FIXED RATE OF $4.86 PER POUND STERLING. 
i is due the first of each January, April, July and October. 


Principal is repayable by operation of a Sinking Fund of 1% 
per annum, which would retire this issue in whole by 1959 


i At present price the Income basis is 8% while the Yield is 
materially higher According to redemption. 
| Complete details upon request. 


| AMERICAN EXPRESS COMPANY 


65 BROADWAY—NEW YORK 
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in his rather complicated book “Govern- 
mental Theory of Money.” This theory 
was further exploited during the war by 
the German economist LIEFMAN, who, 
however, made the mistake of advocating 
that these interrelated values should be ar- 
tificially fixed by the state, the very thing 
that doomed Lenin. My objection to this 
theory were first published in 1917 in the 
Financial Statistician and later in the New 
York Times, April, 1919, and events since 
then have justified my position. 

3ut the interrelated values on which the 
currencies of Europe are now largely based 
are maintained by a free play of economic 
forces, and there is therefore nothing 
fundamentally unhealthy about this. 

CURRENCY AND CREDIT 

As far as our position in America is 
concerned there is no reason why we 
should transgress one iota from our gold 
policy. In maintaining it we enjoy lower 
taxation, a higher degree of stability in 
foreign trade and a more stationary pur- 
chasing power—a fundamental necessity 
for our army of bond holders. But this 
much we have discovered from the new 
Europe—that in the case of necessity we 
could stretch our currency and credit cover 
beyond the fondest hopes we ever dared to 
hold, without collapse or undue risk. 

As to the outlook for business in the 
United States as based on our relation- 
ship to Europe the following considera- 
tions seem apparent: 

Europe will make a strong effort to con- 
tract its currency for the purpose of 
achieving lower taxation, etc. This it can 


only do by heavy exports, notably to 
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America. Germany alone will have to ex- 
port annually a minimum of 60 billion 
paper marks of merchandise with which to 
meet interest payments on indemnity bonds 
Series A and B. France had in 1920 an 
unfavorable trade balance of 12,430 million 
francs against only 1,540 million francs in 
1913. This condition can only be cor- 
rected through huge exports. All of this 
European influx would mean lower prices 
for merchandise in America. 


OPEN DOOR POLICY 


As Europe owes some 20 billion dollars 
which it can only pay in merchandise we 
cannot afford to build a Chinese wall 
around us, but will have to accept some of 
this influx with certain restrictions. As 
our productive capacity is about 20 per 
cent. above our own needs, we will have to 
ship some of this surplus to Europe who 
in turn can only pay for these, our exports, 
in merchandise. 


Now we have, nevertheless, of late 
started to erect a Chinese wall around us 
acting under pressure from our business 
men who had already large losses on in- 
ventory account and did not like to see 
further price declines through European 
“dumping.” Once these inventories have 
been liquidated and we are again on a more 
normal basis there will probably take place 
a modification of the Fordney tariff par- 
ticularly of the foreign exchange clause 
which is seriously affecting Europe. Short 
of such modification it is quite possible 
that some of the European nations may de- 
fault on their indebtedness. Such modifi- 
cation is therefore very likely to take place 
in which event we could certainly figure 





on a limited influx from Europe, causing 
a relatively low commodity price level 
What is likely to take place is this: That 
we will experience a slight recovery in 
prices as soon as the “heavy” industric 

have been liquidated and the dislocation 
between wholesale and retail prices ha 

been eliminated. This recovery would 
partly result from the fact that our price 
deflation was too rapid, causing the pen- 
dulum to swing the other way for a while 
After the violent price decline following 
the Civil War, this recovery amounted tc 
about 44 per cent. of the previous violent 
decline, and lasted for about one year, fol- 
lowed by a long period of steadily declin- 
ing prices. 


LOW PRICE LEVELS 


Similarly, if such a recovery should at 
all take place it would be followed by a 
somewhat stronger influx from Europe, 
causing a still lower commodity price level. 


Based on all of these factors and taking 
a long range view, the following infer- 
ences may be drawn with reference to 
securities : 


1—Higher bond prices because of 
cheaper money rates and greater purchas- 
ing power of money. 


2—That securities may be classed as fol- 
lows, in the order of desirability, particu- 
larly from the point of safety: 


a—Domestic Government Bonds. 


b—Securities of light and power com- 
panies, such companies being buyers and 
not sellers of merchandise, therefore bene- 
fiting from a low commodity price level. 


c—Railroad securities, for the same rea- 
son, though less attractive than the former 
because of the important labor factor. 


d—Industrial securities. Discrimination 
should be made between such industries as 
suffer from European competition 
and such as may nol. It should be borne 
in mind that low commodity prices are not 
at all identical with poor business; high 
efficiency and conservative capitalization 
will, however, be more essential than here- 
tofore. 


may 


e—Foreign Government bonds. A con- 
stant study of budgets and foreign trade 
balances is indispensable. 


In conclusion, this much may be said 
to those of our business men and _ in- 
vestors who can see only darkness ahead: 
That throughout the ages good times have 
been followed by bad times, and bad busi 
ness by good business; for the one per- 
manent thing in this world is the tendency 
to change. 


-~— —(Y--— 


Chandler Motors Pressure 


In spite of official assurances regarding 
current earnings and to the effect that the 
regular quarterly dividend will be de- 
clared during the next few weeks, the 
stock of Chandler Motors declined on 
heavy selling and displayed no power of 
resistence to the pressure that was exerted 
against the motor group. 
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Price Changes Are Unimportant 


HE price changes of the past week, so far as the railroad stocks are concerned, 
were unimportant. They conveyed nothing in the way of indication of probable 
pr:ce trend in the future. 


Preliminary estimates of earnings for July and the first two weeks in August, 
while they may not forecast any great gains, indicate the usual seasonal improvement. 


We are invariably amused at the whimsies of certain keepers of averages. For 
example, one man watches a list of ten stocks, among which may be one or two 
specialties. One of the latter has a decline of ten points, and the average maker 
immediately says the general market has had a decline of three points. 


Some assert that the present price level 
is below the average for June’s low. Such 
is not the case, because, if one takes none 
but seasoned, sound securities as the 
basis for finding the average, there has 
Leen a gradual improvement since the low 
pout of June 20. Investors will do well 
to keep this in mind. 


Rails are up from around an average 
of around 51, to an average above 57. 


One development of the past week of 
considerable interest was the adoption, by 
a vote of 214 to 123, of the rail relief bill 
ior providing $500,000,000 for use of the 
railroads, by the House of Representa- 
tives. This action was in response to the 
request of President Harding that the 
ineasure be put through before the Con- 
gress 1ecesses. 


But Congress adjourned without having 
taken final action. It however is believed 
that the bill will become law very soon 
after the Houses reassemble. We do not 
regard the delay as damaging to the rail- 
road position. 


Representative S. W. Winslow, Chair- 
man of the Interstate Commerce Com- 
mission in charge of the measure, said 
it had the approval of President Har- 
ding, who’ was most anxious to have it 
enacted promptly in the hope that the 
relief would be given to the railroads 
this Fall, so as to enable them to pay 
their bills and place contracts for equip- 
ment. - This, he said, would stimulate 
‘rosperity not only among the railroads 
but in industry generally. 

“The bill, in brief, authorizes the War 
‘inance Corporation to buy, or sell, se- 
urities of the railroads to the amount 
of $500,000,000,” explained Mr. Winslow. 
“It is especially provided that the secur- 
ities pledged by the railroads shall not 
be bought or sold at less than their orig- 
inal cost. The War Finance Corpora- 
tion has $400,000,000, part of which must 
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be devoted to other purposes. But, with 
what it has for this purpose, and the 
amount in the hands of the Director of 
Railroads, I am sure that there will be 
sufficient funds to purchase the securities. 


Here is something interesting. Pro- 
fessor Sakolski, of New York University, 
in opposing demands for lower freight 
rates, says traffic is moving freely under 
present rates. He says further: 


“Moreover, under present rates, leading 
articles of commerce are moving freely in 
comparison with last year before the 
freight rate increases were in effect. Thus, 
during the first five months of 1921 the 
receipts of grain and flour at seventeen 
interior centres, as computed by the Fed- 
eral Reserve Bulletin, amounted to 400,- 
874,538 bushels, compared with 356,172,845 
bushels for the same period of 1920. 


“The shipments of the same commodities 
from fourteen interior markets for the 
five months of 1921 amounted to 310,693,- 
685 bushels against 292,900,096 bushels in 
the previous year. 

“Tabulations of the American Railway 
Association also show that from June 1 
to July 28 inclusive 362,800 cars have been 
loaded with grain and grain products. 
This is 100,000 more cars than were loaded 
with that commodity during the same 
period last year. It also exceeded the 
loadings for the same period in 1919 by 
&3,400 cars. The grain movement at the 
present time would, undoubtedly, be even 
greater were not the storage capacity at 
terminal markets limited. 


“The movement of building material is 
also in excess of the previous year. Thus, 
for the seven weeks ending July 16, 1921, 
during which the country’s loading of all 
freight decreased 976,720 cars, as com- 
pared with the same period of 1920, the 
loading of sand, stone and gravel in- 
creased 50,280 cars—an increase of more 
than 33 1-3 per cent.” 
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Arguments on the negative 
side answered categorically 


Special circular upon request. 
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‘Dependable 
Investment’’ 


An authoritative discussion in 
brief easily read form of the 
considerations to be observed 
in selecting securities. 


Advice to investors whose 
knowledge of finance is 
limited by their own experi- 
ences is embodied in this 16- 
page booklet. 


A copy sent free 
on request. 
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60 Broadway New York 
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State of 
San Paulo, Brazil 


Sinking Fund 
5% Gold Loan of 1905-1944 


Direct obligation of the State of San 
Paulo, secured by first mortgage on 
1,009 miles of railroad. Payable, prin- 
cipal and interest, in Swiss Francs. 


Redeemable through accumulative 
sinking fund by annual drawings at 
par. 


Straight income about 8%—possible 
yield 125%, minimum yield at 9.8%. 


Price upon application 


Send for Circular H-122 


Merrill, Lynch & Co. 


Members New York Stock Exchange 
120 Broadway New York 
Uptown Office: 11 East 43d St. 


Detroit Milwaukee 
Los Angeles 


Chicago 
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Sinclair Oil 


History—Earnings—Outlook 


A strong independent oil com- 
pany, embracing every phase 
of the oil industry. This and 
other leading issues analyzed 
in our current 


Weekly 


Financial Review 
Gratis on request for “F.W. 40” 


THOS-H-COWLEY & [0 
Stocks and Bonds 


115 Broadway New York 
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Convertible 
Bonds 


We have selected a list 
of active convertible bonds 
with attractive speculative 
features. 


Ask for Ciroular “C-56" 
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Investment Securities 
42 Broapway, New York 
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TUCKER, ROBISON & CO. 


Successors to 
David Robison Jr. & Sons 
Bankers—Established 1876 
| Municipal, Railroad and Corporation Bonds 
Toledo and Ohio Securities 
Gardner Bidg. TOLEDO, OHIC 
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New England Review 


By MARTIN STEVENS 


LS Resident New England Correspondent 





Boston—In New England, folks are “en- 
joying rather a dull time.” Curiously, if 
one wishes to gain a right idea of con- 
ditions in that section which gravitates 
to and from Boston, one can do better by 
refraining from asking New Englanders 


about it, and by being content with look- 
ing at the situation from New York. 


In the local stock market, there is occa- 
sionally a short-lived flurry in a single 
stock, but, generally speaking, the market 
is quiet. Gray & Davis last week was a 
bright spot on the strength of reports of 
the placing of large orders for accessor- 
ies recently. U. S. Smelting preferred 
also has been well taken. There is a sen- 
timent in favor of this stock that is pred- 
icated on the thought that, with the im- 
provement in building operations, the com- 
pany should do better. 


United Fruit has been following in the 
local market the developments in the big 
market in New York. In connection with 
this company, I learn that it is expected 
that the year’s sugar production will be 
close to 975,000 bags, which would com- 
pare with 833,727 bags last year, or a gain 
of 17%. An official informs me that, the 


reports to the contrary notwithstanding, . 


earnings so far this year have been satis- 
factory. Of course many interpretations 
may be made of that word. But, before 
taxes, it is stated, they already amount to 
$14 a share. 


A United States Smelting official is au- 
thority for the statement that the pre- 
ferred stock is more than earning its di- 
vidend right now, and it seems certain 
that it will be fully earned for the year, 
after all deductions. There does not seem 
at this writing any prospect of the pres- 
ent rate being altered. Slightly higher 
prices for silver are contributing to the 
improvement in the company’s earnings 
position. 


The local Street is commenting upon 
the good fortune of New Haven stock- 
holders in the fact that there are no 
large maturities of their company this 
year, and that the high water mark for 
interest charges has been passed. The 
$2,000,000 notes that matured this month 
have been renewed, and there remains 
nothing larger than a maturity of $100,000 
of station®debenture D bonds in Nov- 
ember. 


Next year, the company will have to 
take care of the so-called European Loan 
of 1907 amounting to $27,582,691, and the 
interest at 4% is payable semi-annually, 
the next payment falling due October 1. 
The European loan originally was issued 
in francs, but half of the issue was re- 


turned in 1916 in connection with war 


financing. The bonds were cancelled and 
dollar bonds issued at the rate of $96.50 
per 500 franc bond. There are $14,118 
529 outstanding. The franc bonds are 
payable at maturity in pounds sterling, 
francs or German marks, but because of 
the relatively stronger quotations and posi- 
tion of the pound sterling the present 
holders will likely elect to be paid in 
pounds. 


Following the publication last week of 
the quarterly statement of New Haven, 
showing a deficit of $4,913,465 for the 
quarter ending June 30, there was heavy 
selling of the stock. The company’s re- 
port showed a heavy decline in non-oper- 
ating income and it was also noted that 
operating expenses were reduced from 
those of the corresponding period last 
year, and still the company was unable 
to make a satisfactory showing of net. 
The recent decline of New Haven is of 
course partly a reflection of the pressure 
that was exerted upon the rails generally 
but the greater part can be traced to the 
poor showing for the June quarter with 
its multitude of red ink figures. 


Island Creek common was a feature of 
the local list. In the face of depression 
in the coal business and in the industry 
in general, the company continues to make 
good earnings. Net profits after dividends 
on the preferred and after reserves for 
depreciation, were equal to $15.75 per 
share on the common stock for the seven 
months ended July 30, 1921. This is 
about twice the current dividend rate. The 
stock at mid-week sold at 70, which is 
the record high for the four years since 
1917. At this price the yield is better 
than 11%. 


——_ O—_-- 


Has It Paid? 


ONGRESS had made up its mind 

when it accepted and enacted the 
Magna Charta of American Railroads, the 
Esch-Cummins law, that the transporta- 
tion systems of the country should be 
given a fair chance to earn a fair return 
on property investment. The Interstate 
Commerce Commission, when it fixed the 
present level of rates, did so in accord with 
the will of Congress. 


A great many people bought railroad 
stocks on the strength of the understand- 
ing. A year ago, the average price of 
twenty rail stocks was 64. At midweek 
last, the average price of the same stocks 
was 63. Not a serious spread, when one 
compares it with the difference between 
the price of industrial stocks a year ago 
and now! 


And the rails as yet have not had a 
real chance to prove what they can do un- 
der the new conditions. Wait! 
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hat it can give to one class only by tak- 
ng from another. There is a tendency 
‘o pet the farmer and to picture him 
5s a hard working savior of the country, 
ut this appears to be more sentimental 
than sensible. The farmers are in a some- 
what difficult position now, as are almost 
ill other lines of enterprise, but they will 
be able to work out their own salvation 
if let alone. If government bureaus be- 
gin applying various theories and experi- 
ments to an economic problem which will 
inevitably produce its own correction, they 
may only make matters worse. 


We have heard a great deal of late 
about the reduced purchasing power of 
the farmer and the serious effects on gen- 
eral business. It is stated that the far- 
mers will require about all their revenue 
from sales of cereals, live stock, and other 
products to pay their debts, leaving them 
on a hand to mouth basis. 


FARMER EXTRAVAGANCE 

There appear to be several flaws in 
this logic. In the first place the farmers 
are in debt because they over-extended 
themselves during the period of inflation. 
They received double prices for their prod- 
ucts and either plunged into extravagance, 
such as purchases of automobiles, phono- 
graphs, etc., or they bought more land. 
Then came the deflation and they find 
themselves in trouble—like everybody else. 
But whatever the cause of the trouble 
may be, it appears that the popular idea 
that the reduced purchasing power of 
farmers is going to have serious conse- 
quences is, to say the least, much over- 
drawn. If the farmer pays his debts with 
the sales of this year’s crops, what are 
the consequences? The purchasing power 
of the people to whom the debts are paid 
ire correspondingly increased. If the 
creditor is the local banker, the amount 
of the loan paid off by the farmer is re- 
leased and must find employment in pro- 
duction of some kind. If a million dol- 
lars of farm loans is released in a cer- 
tain district and is invested in the bonds 
ff a new factory giving employment to 
a number of men, the benefit to society at 
large exceeds the drawbacks. The far- 
mers meanwhile will not starve or even 
suffer hardships. The local bank will take 
care of their necessities. That is the 
nission on earth of the farm bank. They 
must take care of the farmers in bad 
times in order to make profits out of 
hem in normal or good times. 


There are a good many unsound and 
some absurd proposals for class legisla- 
ion before the Congress now, but that 
s nothing new. History shows that out 
f the mass of foolish proposals which 
rop up every year very few really vicious 
measures ever are enacted into law, and 
even these do not endure. 
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PSYCHOLOGY AND - SENTIMENT 

There is no single ingredient of an 
early recovery in general business so vital 
as sentiment. Some of our troubles are 
real enough, but the principal bar to a 
resumption of business activity is lack 
of confidence. This fact is recognized in 
high quarters, but is almost absent among 
the masses. President Harding and his 
advisors realize that something which will 
give the initial impetus is a prime desid- 
eratum. The President said as much in 
his special message on the railroads. Eu- 
gene Meyer of the War Finance Corpora- 
tion and Governor Harding of the Fed- 
eral Reserve Board have given voice to 
the same opinion. But the impetus must 
be provided. Mass psychology is such 
that the initiative will never come from 
the public. The crowd will simply lie back 
and wait for some evidence of betterment. 
And the evidence will have to be strong 
and convincing, for it is a proclivity of 
the human mind, much commented on by 
psychologists, that there is an intensely 
illogical, but almost universal tendency 
to assume that present conditions will be 
projected into the future. Those who 
have operated in the stock market will at 
once recognize this propensity, which leads 
the public to do most of its buying at the 
top and most of its selling at the bottom 
of the market. 


Just what form the initial impetus will 
assume is conjectural, but it will prob- 
ably appear in the near future. There are 
certain dependable barometers which are 
now showing unmistakable signs of better 
weather. Liquidation has been unusually 
thorough; deflation has been more rapid 
and extensive than at any time in the 
past; we have plenty of work to do and 
plenty of men and money to do it with. 
Our immediate drawbacks are mostly of 
an intangible character—apprehension, 
timidity, lack of confidence, confusion of 
thought, and bad counsel parading itself 
in the cloak of “conservatism.” These 
drawbacks will vanish overnight, so to 
speak, when something occurs to start 
the wheels turning. 


In the next and concluding article of 
this series the probable course of general 
business and the security markets will be 
discussed. A few suggestions will also 
be offered as to the best barometers to 
consult in order to arrive at intelligent 
conclusions. Meanwhile the writer takes 
this occasion to thank such readers as have 
had the patience to follow him through 
this dry but unduly condensed discussion. 
It will be realized that all the factors con- 
sidered play a part in the economic ma- 
chine and that none of them could safely 
be ignored in attempting to arrive at rea- 
sonable decisions as to the probable fu- 
ture course of events. 








$5,500 Returns $550 Yearly 
$1,100 Returns $110 Yearly 
$550 Returns $55 Yearly 
$220 Returns $22 Yearly 


Invested in an Established Finance 
. Corporation 


—Enjoying unusual confidence. 


—wWell protected by stringent State Banking 
or Loan Laws. 

—Lending money on good security on the 
safest basis known to bankers—widely dis- 
tributed loans. 

—Under strong management, with an enviable 
7 years’ record of proved value. 

—An opportunity to share in at least one- 
third of the large yearly profits. 

—Paying a total ef 11% to the bondholders 

now and for several years past, and growing 
steadily with the solid expansion of its loan 
service in many States. 
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conservative investor, carrying with i a 
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in finance and business management is 
behind our recommendation of this 
investment. 
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Explained 


Our latest booklet (fourth edi- 
tion) “Foreign Exchange Ex- 
plained,” clarifies what appears 
to be a difficult problem to pros- 
pective purchasers of Foreign 
Securities. 


Owners of Foreign Securities 
will find this booklet of inestim- 
able value. 
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Huge Surpluses 


And low inventories, with big 
stock values, mean very attrac- 
tive investments. 

Our Investment Survey No. 17, 
covering the equipment issues, 
sent free upon request. 

Increase your income by buy- 
ing gilt-edge securities approved 
by banks. - 

Booklet S-7 tells you how. 


Scott & Stump 


Investment Securities 
40 Exchange Place, New York 
Telephone Broad 1331 


You are cordially invited to 
visit our board room. 

















How About Your Stocks? 


Write us about them and receive un- 
biased opinion based on years of ex- 
perience in direct association with Wall 
Street, its manipulations, its opportun- 
ities and its disasters. 


Write Department FW. 
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government and are callable before 1927 
and after that date are redeemable at 
par by annual drawings within 37 years. 
This company is a subsidiary of the All- 
gemeine Elektrizitaets Gesellschaft and 
has been organized to construct a canal 
connecting Manheim with the Danube. 


The 5% bonds, printed in England, 
France and Germany of the City of 
Vienna offered in this market in 2000 


and 10,000 kronen pieces are being rapidly 
absorbed. These bonds are dated March 
i, 1921 and are repayable after ten years 
by annual drawings sufficient to retire 
the issue within 60 years. The specula- 
tive possibilities, in view of the very low 
quoted prices seem to be quite attractive. 
* * * 

CANADA RAILS 
The April report on the operations of 
the Canadian railways shows the inability 
of the Government roads to get results, 
not only when they are most needed, but 
when the C. P. R. is getting them. Dur- 
ing April the net operating deficits on the 
Government roads were nearly $1,000,000 
greater than for the same month last year. 
On the other hand, the net operating rev- 
enue of the C. P. R. was $411,641 greater 
than in April, 1920. On the G. T. R. 
the net operating revenue was $233,082 

less than during April, 1920. 
The figures in detail are as follows :— 

Operating Deficits 

April, 1921 April, 1920 





Can. Gov't Lines....$ 552,922 $115,889 
Can. Northern....... 1,333,714 911,321 
EEG Ee see havckence 737,769 596,656 
MOE. -iviaetcekteun $2,624,405 $1,623,866 
Net Operating Revenue 

April, 1921 April, 1920 

Gl, 3. {Seer oF $2,617,333 $2,206,172 
AA. x45 obk bake 418,706 651,788 


As far as total operating revenue is 
concerned, the Government lines had much 
the better of it, on the Canadian Govern- 
ment Lines, the C. N. R. and the G. T. 
P. the increase, as compared with April, 
1920, being $91,764. The G. T. R. re- 
ported a decrease of $172,053, and the 
C. P. R. a decrease of $2,196,102 as com- 
pared with the same month last year. But 
when it comes to operating expenses, an 
entirely different story is told. On the 
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The Foreign Field 
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Government roads these were increased 
by $1,092,308, as compared with the same 
month last year; on the G. T. R. the in- 
crease was $61,050. On the C. P. R, 
however, there was a decrease of $2,607,- 
062 in operating expenses. 
x ok x 

ARGENTINA DOLLAR NOTES 

The new financing by the Argentine 
has been a subject of widespread dis- 
cussion in circles which interest them- 
selves in international affairs. This financ- 
ing is coming to a head gradually and it 
is expected that the provisions of the 


contemplated new issue of short term 
dollar notes, will be announced very 
shortly. It is believed that the loan will 


be for $50,000,000 in two year 7% notes. 

It is believed that as many as twenty- 
five banking institutions will underwrite 
the new loan, and at this writing it is 
said that negotiations have been brought 
close to completion. The officials of the 
Argentine have been making inquiry for 
some months but it has been impossible 
up to the present for the negotiators to 
come to an agreement. It was known 
that London had made advances with a 
view to carrying through the financing, 
and the rock on which the Argentina offi- 
cials and the New York bankers split 
was the rate of interest demanded. As 
has been pointed out in this department, 
the return of London to the international 
money market, with a good supply of 
capital, has brought about competition, 
and the London bankers have been more 
willing to accept a lower rate than that 
charged on other foreign loans of recent 
issue. 

* * * 
ABITIBIL PULP PRODUCTION 

The production of newsprint from the 
Abitibi Pulp & Power Company’s plant 
at Iroquois Falls is steadily increasing. 
The figures for the fourth week of July 
were the highest up to that time, and a 
further increase is taking place in August 

It is learned that production amounted 
to 2,073.58 tons during the fourth wee! 
in July, as compared with 2,033.17 during 
the preceding week. It is learned 
that output has reached close to 400 tons 
daily at present, and the management ex- 
pects production to increase to about 3,00 
tons weekly within the next sixty days 
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Simple Economics: No 8— 
Wealth Creation 


NALYSTS speak of “fixed assets” 
A when making a statistical study of 
‘ a corporation. In order that one 
nay appreciate fully the difference be- 
ween what is known as fixed assets (or 
fixed capital) and circulating capital, and 
thus better understand the balance sheet 
of a corporation which divides its assets 
into fixed and current, we will treat of 
this subject, briefly, as a phase of wealth 
reation. 


If a cooper Owns the premises in which 
he carries on his business, the premises are 
part of his fixed capital. 


3ut we will assume that he does not own 
the premises, but pays rent for them, from 
his fund of circulating capital, and is 
obliged to make expenditures upon them to 
make them suitable for the conduct of his 
business. The capital which he thus ex- 
pends must be considered as fixed capital, 
recoverable only by means of amortization. 


Then there are the patents which are 
the sole property of the cooper, his talent 
and processes. These are personal equip- 
ment. 


There should be included in fixed capital, 
according to the best economic authority: 


1. Land and improvements. 


2. Tools, machinery and mechanical 


equipment. 


3. Cost of installing machinery, tools 
and equipment, being the first cost of in- 
tallation. 


4. Talents, patents, trade marks, etc. 


Then there is what is known as circu- 
lating capital. 

This form of capital is that which is 
consumed entirely in a short time and 
which is recoverable only from the prod- 
ucts of the industry. In the handling 
of the circulating capital of an enterprise 
there must be the greatest degree of cau- 
tion and ability. If these are lacking, the 
capital, by reason of its liquid and cur- 
rent nature, will become exhausted. 

If the expenditure of circulating capi- 
tal is not wisely handled, the operations of 
the industry must suffer. If circulating 
-apital on the other hand accumulates too 
fast it becomes unproductive. And if it is 
unproductive, it cannot show profits. 

We will sum up circulating capital as 
follows: 

1. Raw material. 


2. Cash and bills receivable, and fund 
for wages, salaries, and other running ex- 
penses. 

3. Manufactured products on hand, and 
unfinished products. 


Having thus set down the distinguishing 
haracteristics of the two forms of capi- 
al, it may be well to elaborate on a few 
points. The economist tells us that there 
is a constant change from circulating capi- 
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tal to fixed capital. For example, the 
steam engine is circulating capital while 
it remains in the plant of the American 
Locomotive Company. But it becomes 
fixed capital when it is transferred to 
the possession of the New York Central 
Railroad. 


When an investor employs his savings 
in return for interest or dividends, he 
invests circulating in what becomes, for 
him, fixed capital, represented by stocks 
and bonds which represent part owner- 
ship or credit in an industry. The capi- 
tal can become circulating once more by 
withdrawal of the sale of the securities. 


Because a corporation accumulates 
large amounts of capital which would come 
under the classification of circulating capi- 
tal, and withholds it from production, the 
corporation is doing as great an economic 
harm as the miser who hoards his savings. 


Capital invested in the manufacture of 
products is a loan to production. It should 
be recuperated from the products which 
it has helped to create. It must be re- 
membered that capital is perpetuated, not 
by hoarding, but by renewal. 


To bring the thought to homely and 
pertinent illustration and application, the 
railroads must be permitted to earn a rea- 
sonable rate of return on the circulating 
capital which has been invested in plant, 
property and equipment and has thereby 
become fixed capital, and upon that which 
the union of current capital has with the 
fixed capital for the production of trans- 
portation service. Otherwise the industry 
must deteriorate and cease to function. 
The money which the railroads expend in 
producing transportation service has a 
right to be recuperated, little by little, 
from that which it produces. 


Viccigiidiineics 
Cities Service Earnings 

The Cities Service Company reports 
that its net earnings from its public util- 
ity properties in July showed a_ sub- 
stantial increase compared with its June 
profits and a large increase compared 
with those of July, 1920. Although its 
drilling operations were restricted as 
much as possible its petroleum produc- 
tion was maintained at a daily average 
of approximately 33,000 barrels. In July 
its gross earnings amounted to $698,671 
and its net income to $464,092. The re- 
cession of general business this summer 
evidently is reflected in the month’s re- 
sults, as the company’s average monthly 
gross income in the eleven months ended 
with June was $1,618,581. In the twelve 
months ended with July its net revenue 
available for its stock was $15,857,933. 
The company has declared its usual 
monthly dividends in scrip, all its divi- 
dends being payable on October 1 to its 
shareholders of record on September 15. 

















Financial | 
Preparedness 


is a universal necessity. To 
be strongly fortified with a 
thorough knowledge of what | 
is transpiring in the affairs 
of the companies in which 
you are financially interested 
as well as general business 
conditions constitutes finan- 
cial preparedness. 


Keep abreast of the times 
through our investment ser- 
vice which comprises a 


Fortnightly Review 
Investor’s Pocket Manual 
1921 Standard Oil Booklet 


and 
“Answers to Inquirer’s Dept. 
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Guanajuato Reduction & Mines 6s 
Guanajuato Power & Electric 6s 
Empire Lumber Co. 6s 

53 State Street 


Hotchkin&Co, on. cists. taste. 
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PUBLIC UTILITY 
STOCKS AND BONDS 
Bought—Sold—Quoted 


Stone,Prosser& Doty 











$2 William St., N. Y. Hanover 7733 











ARKANSAW WATER CO. 6’s, 1930 
BIRMINGHAM WATER WKS. 5’s 

IDAHO IRRIGATION DISTRICT 6's 

ST. CLAIR COUNTY GAS & ELECTRIC 5’s, 1959 
ST. JOSEPH WATER CO. 5’s, 1941 


H. C. SPILLER & CO., Inc. 


63-65 Wall Street - - - - - NEW YORK 
17 Water Street - - - - - + + BOSTON 
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HE situation in connection with the 
municipal bond market changed but 
little during the week just closed. 

New offerings were not of a particularly 
noteworthy character, with the exception 
of a six million dollar issue by the State 
of South Dakota. 
not significant. 


Price changes were 
The technical position of 
the municipal bond market can be con- 
sidered as sound, the floating supply of 
bonds being small. 


The immediate outlook for municipals 
is somewhat complex. Indications are 
that new offerings for the time being will 
not be of large size and with little or no 
floating supply and steadily improving 
market, in so far as absorption is con- 
cerned, it would seem quite clearly that a 
rising price trend should materialize. 


this however, 
revision in the income tax 


offset 
is the 


To 
there 


conjecture, 











INVESTMENT SUGGESTIONS 
Long Term 


Issue Yield 
City of Saint Paul 5%s 1951*..... 5.20% 
City of Minneapolis 4s 1938*...... 5.25 
City of San Francisco 4%4s 1946-62* 5.40 
Upson Co., Geo., 6s 1932-43........ 6.00 
City of Cheyenne 6s 1941.......... 6.00 

Short Term 
State of Arkansas 6s 1926*........ 5.75 
State of Washington 6s 1929*...... 5.50 
City of Columbus 5%s 1930*...... 5.45 
Hendersonville, N. C., 6s 1924.....6.25 
Woodbury Co., Ia., 5s 1922........ 6.25 





*Legal Investment in New York State. 








schedule which will make tax-exempt is- 
sues less valuable to the wealthy investor 
and consequently some 
looked for. 


selling must be 
As a matter of fact higher 
prices for tax-exempts would rule in all 
probability at this time if such an influ- 
ence were not already at work. 


The principle of tax-exempt securities 
has again been made the subject of a 
vigorous attack, led by the Chicago Mort- 
gage Bankers’ Association before the Na- 
tional Convention of Real Estate Boards 
recently held in Chicago. 
on “The 


In an address 
Menace of Economic Fallacies” 
by Melvin A. Traylor, a Chicago banker, 


many arguments were pointed out con- 
cerning the unsoundness of the present 
theory. It was asserted that, including 


Liberty Bonds, the total of tax-free se- 
curities is approximately thirty billion dol- 
lars, largely held by the wealthy who 
shift their tax burden onto the already 
less fortunate and at the same time this 
vast sum is withdrawn from commercial 
channels where it could be used to such 
idvantage, especially in building. 


The 
354 


estimate of the amount of tax- 











interest. 


experience without loss. 


Home Office: 








Diversify Your Investments 


During the perilous days of our readjustment period, the 
experienced investor does not carry all his eggs in one basket. 


A fair supply of well seasoned non-fluctuating farm mort- 
gages will safeguard your estate. 


Your July investments cannot be better placed than in our 


$% Collateral Trust Bonds $% | 


obtainable in amounts of $50, $100, $200 and $500, semi-annual | 
Short time maturities. 


Sold on part payment plan if preferred. Based on 37 years’ 


Write for Booklets. 


The F. B. Collins Investment Co. 


Members Farm Mortgage Bankers Association of America 


727 Monadnock Block, Chicago 


Oklahoma 


City, Oklahoma 
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exempt securities is probably too high but 
whether or not this is the case, whatever 
the actual figure may be, it is just that 
much more than there is any sound rea- 
son for being. In summing up the situa- 
tion, Mr. Traylor said: “If the tax-exemp- 
tion privilege is- curtailed, then increas- 
ingly larger sums will be available for 
taxation, which will at once reduce the 
general burden and enable industry to ob- 
tain the capital it so urgently needs. 


The following list comprises the more 
important municipal bond offerings of re- 
cent date: 


State of South Dakota 6s, dated Sep- 
tember 1, 1921, due September 1, 1941. 
$6,000,000. Price to yield about 5.75 per 
cent. Legal in New York. 

City of Detroit 5Y%s, dated August 15, 
1921, due $1,000,000 August 15, 1944 and 
$1,000,000 August 1, 1946. Amount of 
issue $2,000,000. Prices to yield 5.30 per 
cent. Legal in New York. 


Province of British Columbia 6s, dated 
August 16, 1921, due August 16, 1926. 
$1,000,000. Price to yield about 7.50 per 


cent. 

City of Norfolk 6s, dated August 15, 
1921, due August 15, 1922. $808,000. Price 
100 yielding 6 per cent. 

City of Youngstown 6s, dated October 
1, 1921, due serially each year from Octo- 
ber 1, 1924 to 1949 inclusive, $657,000. 
Prices to yield from 5.90 per cent. to 5.40 


per cent. Legal in New York. 
Municipality of Arecibo, Porto Rico, 


5%4s, dated January 1, 1921, due serially 
each year from July 1, 1926 to 1940 inclu- 
sive. $592,000. Prices to yield from 5.90 
per cent. to 5.625 per cent. 

City of Alexandria 6s, dated October 
1, 1921, due serially each year from Octo- 
ber 1, 1924 to 1956 inclusive. $300,000. 
Price to yield from 6.00 per cent. to 5.75 
per cent. 





OMAHA.LUSA. 


SOUND INVESTMENTS 


SEVEN PER CENT. 


FROM 


NEBRASKA FARM 
MORTGAGES 


running from 3 to 5 years 
with interest payable semi- 
annually. 


In ordinary times these 
mortgages would return a 
much lower rate. 


Our recommendation is 
based on 38 years’ experi- 
ence, complete investigation 
and outright ownership of 
all loans offered. Non-fluct- 
uating — Non-speculative. 
Send for list. 


Equitable Trust Co. 


—Founded 18838— 
Capital, Surplus and Undi- 
vided Profits, $225,000.00. 

OMAHA, NEBRASKA 


City of Portsmouth, Va., 5%s, dated 
August 1, 1921, due August 1, 1951. $200,- 
000. Price to yield about 5.65 per cent. 

Town of Kearny, N. J., 6s, dated Au- 
gust 1, 1921, due serially from 1922 to 1960 
$194,000. Legal in New York. 

Orange County, N. Y., 5%s, dated 
September 1, 1921, due serially each year 
from 1926 to 1935. $150,000. Prices to 
vield from 5.25 per cent. to 5.05 per cent 
I.egal in New York. 
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Tenantry and Farms 
By C. M. HARGER 


HE census report that farm tenants 

have increased on the farms of the 
country 17.1 per cent. in the past 
serious reflection on the 
progress of the agricultural interests of 
the nation. It indicates that the farm 
wner has considered land operation too 
hard a job and he has preferred to live 
in town and let a tenant do the work. 
Up in Iowa, where I recently interviewed 
many farmers and business men, I found 
that farms are being rented mostly for 
‘ash and at rates as high as $20 an acre 
per year. The rates however run gen- 
erally between $8 and $18 according to 
the quality of the land and of the im- 
provements. But the tenants who during 
the high price era made money even at 
these figures are rebelling and declare 
that at present price levels they cannot 
make ends meet. The tenants who with 
something ahead bought land at boom 
prices and gave back a large mortgage, 
are even in worse condition and _alto- 
gether it is a complex situation. The re- 
lation of the farm mortgage to tenantry 
is direct. 


ten years is a 


The borrower who has a good 
farm and is not overburdened with debt, 
is an addition to the business interests of 
the community. The records show that 
he usually is able to manage a larger 
farm than the tenant farmer. The latter 
allows land -to depreciate and a commu- 
nity occupied largely by tenants is not de- 
sirable for the investor except on most 
conservative The western states 
ire especially concerned over the grow- 


terms. 


ing tendency to turn farms over to ten- 
ants. In some states the tenants are han- 
dling 35 per cent. of the land. In the 
country as a whole the tenantry is 27.7 
per cent., an increase since 1910 of 2 per 
ent. The states are trying out plans for 
heap rural loans and systems of assist- 
ance for the landless that may prove help- 
ful but seem on their face to have a long 

to go in reducing the amount of 
tenantry. 


The supply of loanable funds for farms 
acute all through the farm country. But 
nterviews in the smaller towns has shown 
that few land sales are taking place and 
uch loans as are required for that pur- 
se are of course eliminated. The re- 
1lewal of loans is going to be the rule for 
ere is now little ability on the part of 
he farmer to off his indebtedness. 
he can keep his banker good-natured 
is doing well and he is inclined to let 
e real estate debt wait. The tenant farm- 


pay 


of course has none of this problem but 
‘is often on a farm that has been mort- 
ged by the owner and on which the 
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loan must be maintained. The direction 
of the loan business is toward a moder- 
ate accommodation in view of the lower 
return from the land likely to be secured 
in the next year or perhaps longer. With 
the high taxes in almost every locality, 
the chance for the tenant to get a farm 
of his own is not bright and we shall 
see less land speculation than has been 
the experience of the past few years. 
Whether it is better to give the tenant a 
long chance with a heavy mortgage and 
make him an owner or to let him save 
what he can from his earnings until he is 
better fixed is discussed by the land inter- 
ests seriously. Generally the latter meth- 
od is considered better and the efforts of 
the states to start men on a farm with 
practically no capital has yet to be proved 
successful. Probably no one thing is so 
greatly needed as to interest local capital 
in the investment in farm loans. There 
is a vast amount of money, I have found, 
being sent out of the farm country for 
bonds and stocks, the savings of the well- 
to-do, which ought to go into local in- 
vestments. This seems a direction in which 
the loan interests can profitably excite in- 
terest. Certainly it is necessary that add- 
ed farm capital be supplied if we are to 
progress as we should as a nation. 
eS 
Dollars In Italy 

The Italian gold lira has found a new 
base. Instead of the pound sterling, it 
is to be the United States gold dollar. 
This was one of last week’s announce- 
ments which, while it does not have any 
vital bearing, is interesting. 


It is not believed that the change will 
be reflected for some time, at least not 
until there has been an increase in trade 
between. this country and Italy. The 
change eliminates a three-cornered oper- 
ation when the two countries transact 
business. 


Hereafter, settlement of purchases will 
not have to go via London as heretofore. 
And 100 gold lire, which previously were 
quoted at about 335 paper lire, now that 
the gold dollar base has been fixed, will 
be quoted at about 455 paper lire, chang- 
ing daily with the exchange rate. The 
new standard goes into effect Sept. 1. 

scenes 
Automobile Output 

Production figures of automobile com- 
panies for the second quarter of 1921 
interesting light on Studebaker’s 
leadership in this respect. That company 
manufactured 22,305 cars in the three 
months to June 30, against only 11,733 in 
the corresponding quarter of 1920 and 
10,435 in the first quarter of this year. 
In the six months to June, Studebaker 
produced 33,740 cars compared with 25,- 
348 for the same period last year. Chand- 
ler turned out 3,450 cars in the first half 
of 1921 against 15,522 in the corresponding 
1920 period. 


throw 


———w 


Studebaker has been in 1921 to date the 
leader in output, next after Ford. The 
company is trying to sell the output. 








Scientific Methods of 
Investing and Trading 
in Stocks 


A free 100-page booklet, written by an 
eminent financial authority, contain- 
ing among other subjects 
Investment and Market Conditions 

Investing for Income 
Investing for Profit 

Averaging an Investment 
Limited Averaging 

Using Stop Loss Orders 


This booklet is the result of many years of 
sclentific study, and it has hetped thousands of 
investors and traders to use correct methods 
in their operations. It will be sent by us to 
anyone free of charge, including our bi-weekly 
financial publication 


Income Building 
Ask for M-5 


ROGERS & SULLIVAN 


46 Cedar Street, New York 























tn 100 Years ef Commercial Bankin 
CHATHAM & PHENIX 
NATIONAL BANK 
Capital & Surplus, $12,000,000 
Resources - - $165,000,000 
149 Broadway, Singer Bidg. 
And 12 Branches 























Absolutely Sound 7% and 8% MORTGAGES 


IN making an investment, your first consideration 
should be safety; next, rate of interest. Our Georgia 
Mortgages are absolutely sound 
SOS ey, because we make no loans for 
over half assessed value of prop- 
erty and we investigate and 
guarantee all titles. The legal 
rate of interest in Georgia is 
8%. <A better opportunity has 
never been offered to secure 7% 
and 8% mortgages backed by 
unquestionable _ security. 6% 
paid on time certificates, 5% 
on demand certificates. Write 

for complete information. 
Member of Farm Mortgage Bankers Ass’n of America 

SESSIONS LOAN & TRUST COMPANY 

Mortgage Bankers Drawer 361 Marietta, Georgla 



















ARM vestments 





ie 
7 First Mortgage 
Gold Bonds 
We strongly advise you to take advantage 
of the present attractive rates obtainable 
in first mortgages We are offering 7% 
on all our securities of proven worth. 


Forman Farm Mortgages and Farm 
Mortgage Gold Bonds for over 36 years 
have cost par and at no time has any 


investor lost one cent in principal or 
interest on any investment sold by us 
It is our opinion that the time for lower 
interest rates is not far distant The 
federal reserve banks have reduced their 


rediscount rate to 6% and in _ some 
branches to 5%% 


Write now for the August issue of 
“The Forman Guide to Safe - 
vestments,’ which should be in the 
hands of every conservative in- 
vestor. 


8 Oveo rs Without Lassi, ACustomer 


eorgeM Forman. 
TGnen 


FARM MORTGAGE BANKERS 
(ESTABLISHED 1865) 


105 W. Monroe St. Chicago, Ill 
EW. 8 
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Kernels 
(Concluded from page 334) 


from 65.96 to 63.90 against 85.31 to 
87.29 in the corresponding week of 
1920.— 


Dividends decreased—Chesborough passes 
quarterly dividend on common. U. S. 
Industrial Alcohol reduces quarterly 
dividend on common from $2.00 to 
$1.00.— 


Foreign Exchange 

Foreign Exchange—Irregular.= 

Demand sterling ranges from $3.65% to 
$3.677%% against $3.5334 to $3.60%4 in 
the corresponding week in 1920.4 

Canadian dollar ranges from 90 cents to 
90.12 cents against 89.91 cents to 90.06 
in the preceding week.+ German marks, 
French and Belgian francs and Italian 
Lire off.— 

Bank of England rate 544% unchanged.= 

Ratio of Reserves—14.75% against 14.54% 
in the preceding week and 12.50% in 
the corresponding week of 1920.4 


Money and Banking 

Call money ranged from 6% to 5%% 
against 7% in the corresponding week 
of 1920.+ 

Time money ranged from 534% to 6% 
against 84% to 9'%4% in the corres- 
ponding week of 1920.+ 

Commercial paper ranged from 6% to 
6%4% against 8% in the corresponding 
week of 1920.+ 

Bank clearings of the week—$6,037,107,- 
006 against $6,987,604,928 in the pre- 
ceding week and $7,872,261,976 in the 
corresponding week of 1920.— 

Federal Reserve—Ratio of reserves to 
liabilities 65.8% against 65.0% in the 
preceding week and 43.5% in the cor- 
responding week of 1920.+- 


Trade 


Duns failures for the week amounted to 
357 against 361 in the preceding week 
and 152 in the corresponding week of 
1920.4 

Car loadings for the week ended August 
13—808,965 against 784,781 in the pre- 
ceding week, a gain of 24,184.+ 

smeitiiasions 
Pierce Oil Price Drop 
Hurried liquidation caused a perceptible 

drop in the price of Pierce Oil preferred 
early last week of 15 points in one move- 
ment. Financial needs of the company 
are understood to have been the reason 
behind the selling. When the last divi- 
dend was declared without change there 
was assurance that the new financing 
which the company required would be 
completed without any difficulty. While 
there was nothing definite or official re- 
garding the affairs of Pierce Oil which 
would account directly for the recent 
weakness in the stock, there is likely to 
be a continued lack of resistance to pres- 
sure at least until the return of bankers 
connected with the company who are now 
abroad. 
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THE OUTSIDE MARKET 


O IL stocks featured the Curb Market during the week just closed by being 




















distinctly heavy. Selling was general throughout the entire list. Standard of 

Indiana made a new low for the year at a price below 64. Maracaibo also 
touched new low territory. Cities Service was inactive at levels little changed from 
the preceding week. Tobacco shares held well and those who were inclined toward the 
short side of these issues did not experience an any too comfortable feeling. Glen 
Alden Coal worked to slightly lower quotations. An attempt was made to create 
activity in low priced mining shares but met with little success. Bonds acted well with 
the exception of Allied Packer’s 6s which broke sharply to a new low record. 


United Verde Extension Mining Company 


(Cameo Analysis, by “Horace Scope’) 


Authorized capital, $750,000 in 1,500,000 shares, par 50c, all common stock; issued 1,- 
050,000 shares. Controlled by Jas. F. Douglas, George Tener. Friendly with Phelps Dodge 
through the younger Douglas, but not corporately connected. Formerly controlled 1899 to 
1912 by L. E. Whicher. 

Business: Copper mine and smelter in Verde district, Arizona. The mine discovered Dec. 
1915, is greatest bonanza since Kennecott was discovered 1901. About $7,000,000 of wartime 
profits were spent on own smelter (two 600-ton units, only one operating) and new mine 
working plan via tunnel direct to railroad and smelter; completed 1918-9. Phenomenal suc- 
cess is due entirely to the “younger Jim’’ Douglas and associates, who threw completely 
into the discard the old workings and old plans and methods. 

Production: Since 1916 is from single orebody of sulphide ore, whose discovery in 
Dec., 1915, lifted the stock from $1%% to $52. Production 225,740,148 Ibs. copper from 597,104 
tons sulphide ore five years 1916-20. Production 1915 was 5,049,700 Ibs. from 10,000 tons ox- 
ide orebody discovered Dec., 1914 ($340,663 profit). Sulphide bonanza orebody was dis- 
covered just in time to permit company to oe in war copper boom. 


ef 1920 19 1918 1917 1916 

Yield, Ibs. copper... .41,942,700 28,860,615 55,491,077 63,242,784 30,402,972 
Lbs. per ton ore....- 244 300 407 550 "455 
Costs, a ton ore.... $23.15 $34.62 $45.68 $35.53 $31.75 
Cost, a lb. copper.... 8.5¢ 10.4¢ 10.1¢ 5.9¢ 6.5¢ 
Profit on sales ..... $3,816,020 $2,124,014 $6,898,987 $10,668,847 $7,438,512 
Profit a share .....- $3.63 $2.02 $6.57 $10.16 "$7.08 
Dividend .......... 2.00 2.25 4.50 2.85 1.00 
High, a share <...;:. $43.00 $52.00 $50.50 $41.50 $45.00 
Low, per share ...... 18.00 30.00 35.00 31.50 5.37 


Costs and profits are before reckoning depreciation and profits taxes. Costs a ton ore 
are without deducting gold-silver recovered, which is deducted in reckoning net cost per 
pound. In addition to profits on sales, should be added accrued but unrealized profit on 30 
million pounds unsold copper accumulated 1917-18-19-20. 

Production 1921 was 12,613,990 Ibs. copper in four months to May 1. Closed down May 
1 along with other U. S. Copper producers. Shares 29% high in January, dropped to $21 
low in April before shutdown. Passed quarterly dividend due Aug., 1921. Paid 25c May 2 
and 50c quarterly (with extras) prior thereto since Aug., 1916. sid 

Finances good; had $3,520,000 cash and Liberty bonds and $1,070,000 of Copper Export 
Association notes on April 1, 1921, with only $500,000 current payables. Also had 22,579,000 
Ibs. unsold copper. Bought for $464,000, in May, control of Jerome Verde company. 3 

Ore Reserves: The famous sulphide orebody was discovered, partly by accident, in 
Dec., 1915, on the 1400-level in trying to get underneath a pocket of oxide ore discovered in 
Dec., 1914, on the 1200-level. The bonanza of ore was proved 300 ft. long and 150 ft. aver- 
age width on the 1400-level. It was proved 160ft. above the level, above which barren cap 
rock ensues. It was proved to 1,560 ft. depth in a winze, below which the winze was not in 
ore. Development of 1600-level in 1920 shows only 100 ft. length ef narrow ore. President 
Douglas reports above the 1500-level, 1,148,800 tons, assay 11.81% copper, developed and 
known as of Jan. 1, after mining out 597,000 tons average 1934% in five years previous. We 
may assume 400,000 tons probable ore between 1500 and 1600 levels. he 

Stockmarket Career: A notorious stock market football for 13 years, 1899 to 1912, under 
former control; $30 for five shares in 1899 wor th only 15¢ per present share in 1910-12 The 
phenomenal rise under Douglas control unloOsened an orgy of frenzied speculation in out- 


oe wildcats at Jerome in 1916-7-8, notably Green Monster, Jerome Verde, Monster Chief, 
ete. 


About $29 net a share, distributable over 
a period of 8 or 9 years, covers probable 
profits of known and probable ore, plus 
net quick assets on hand. It allows noth- 
ing for final value of plant, nothing for 


Each 1-cent difference in price of cop- 
per or costs from the basis taken means 
$3 a share added or subtracted, as the 
case may be. 


ore possibilities below the 1600 level, 
or possibilities as to discovering other ore- 
bodies. 

The figure assumes 1,550,000 tons ore 
above 1600-level, to average 10% as 
mined, and to yield 95% recoveries or 
295 million pounds. Costs are assumed 
at $15 net a ton or 8c. a pound ($21 a 
ton in 1920). The price of copper is as- 
sumed to average l6c. over the operating 
period. Add about $7,000,000 in net quick 
assets on hand. The total figures at 
$30,600,000, or $29 a share on 1,050,000 


shares. 


The tonnage would last about nine years 
at the rate of 175,000 tons a year in one 
smelter unit, as in 1920. When copper 
is high, two units can be blown in. 


Allowance should be made for the “pre- 
sent worth, amortized” of such probable 
future profits of $29 distributable over a 
period of perhaps 9 years. Possibilities 
to reckon in favor are added ore poss 
bilities in other parts of the property, anc 
perhaps better than l6c. average prices 
for copper metal during the producti 
life of present known ore. 





These cameo analyses of outside securities appear regularly in THe FINANCIA 
Wortp. They should be read, cut out and saved for future reference, by every mvesi 
broker and banking house. Durant Motors, U. S. Distributing Corp., Radio Corpora 
tion of America, Boston-Wyoming Oil, Nipissing Mines, U. S. Light & Heat, Ame 
can Writing Paper, Carib Syndicate, and United Eastern Mining, Tonopah Divid 
Mining, Merritt Oil Corporation, Hollinger Consolidated Gold Mines, Mother Loc 
Coalition Mines companies have preceded this analysis. Send for them if they 


not already in your files. 
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REORGANIZATION FAILS 
e stockholders’ committee of Gas 
Williams & Wigimore, Inc., composed 


Liaine, 


lames GQ, Jr., chairman; 
Albert Z. Gray and 


| lerric k, ha 5 


‘les E. Dunlap, 
Iter V. 


41 - 
tue stocKi¢ 


issued a circular 
ders saying that while th 
mittee was organized to aid in bring- 
about a reorganization of Gaston, Wil- 
is & Wigmore, only 
300,000 ishares 


17,102 shares ot 
outstanding are on 


iosit with the committee 


The circular adds: “None the less, 


as was the committee's representa- 
n, we used our best endeavors to bring 

t a plan or reorganization in the in 
t of the stockholders. The position 
the company, however, was such that 
receivership was unavoidable and, as 


r efforts have proved unavailing, we 


it incumbent on us to return the stock 


1 


1e depositors. The committee is mak- 
x no charge to the stockholders. 
esentation of certificate of deposit and 
Company, 20 Broad 
be returned. 
+ 

MITCHELL TO EUROPE 
Charles E. Mitchell, president of the 
itional City Bank, expects t 
ptember 3 for Europe. The object of 
[r. Mitchell’s foreign trip could not b 
rned, althought it is known that the 
irney is one of business. 

sx * 

SPURLOUS RESERVE NOTES 
The Treasury gave warning that, four 
Reserve notes 


vy counterfeit vedere! 


in circulation. 
The counterfeits include a fiity-dollar 

on the New York bank, a twenty- 
Chicago ban 


r note on the Kansas City bank and 


lar note on the 


llar note on the Chicago bank. 


nv< do 

lhe first two were said to 
shed by blue instead of green backs 
the latter two by the poor paper 


# * * 

DROP IN LIVING COST 
igures attesting a considerable de 
ase in the cost of living since the peak 
July, 1920, were made public by the 


tional Industrial Conference 
\ccording to its statistics, the cost of 
ing Was about the same on August ] 
t aS a 
almost 21 per cent. lower than 
July, 1920. 


ited to be 


July last Food in that nth went 
3 per cen 
\s a whole, the month up t \ugu 


last showed a_ general 


en-tenths of one per cent 


August 29, 1921 


Rep sorter Ss 


month previous. It was esti- 


ing cost is reported to have been 


— } 
—_— 


> hi iary: 


Conde nsed St Statistics DP Othe uf inane incial N ates i 


ind U ag - 


ARRIVES WITH GOLD 
The French liner La France, which ar 
rived last $8,000,000 gold 


aboard, of which $4,000,000 was for the 


week, had 


Equitable Trust yMpany. 


Other consignments were $665,000 to 


the National Bank of Commerce /and 
$350,000 to the Guaranty Trust Company. 


* » 

TELLS ROADS TO REDUCE 
Henry Ford, after purchasing the De 
troit, Toledo & Ironton 


making it the 


Railroad, and 
most prosperous road in 
the country after its former owners wert 
unable to make it pay, has addressed 

etter to the railroads of the country re- 


,eEctin 
ques ‘ 
| € tilin 


them to participate in a reduc- 
tion of freight rates for the general good 
of business and their own future pros- 


perity. 


One reply received to the request stated 
the matter of rates would be left to the 
Interstate Commerce Commission, which 
would “undoubtedly order a general re- 


qi 


tion in due time.” 


The Ohio Public Utilities Commission 
nt a protest to the Interstate Commerce 
‘A 1 

\V ashington 


Commission at against the 


tion of that body in suspending the re- 
luction of freight rates voluntarily made 
Henry Ford’s railroad, the Detroit, 


nton Railroad. 

Che Ohio Utilities Commission declares 
such action unjust and a usurpation of 
authority and conducive to great hard- 
ship to the people of Ohio in that they 
will have to pay the higher rates. A re- 
lord rail- 


duction of 20:per cent. by the 


road was to have becoine etiective sept- 


The Executive | ttee of tl Board 
of Directors of the Guaranty Trust Co 
any of New Yor m August 18 ap 


AMER. TEL. 


itest figures of American i elephnone 
ele y ) STLOW 0 A WU stock 
| ler mcludin ipl es vho are not 


et owner f record b ire purchasing 
x ) ionth pa en (Over /.100 

1 v stockholder ( idded to tl ci } 
p s books by purchase of rig! nd 
ents in full 7 new st m Jul 

2. Of this number, over 3,800 were 
omen and there were o 120 trustees 

On August 15 last s ile of record 
numbered 171.629, « yal th 139,448 


Erie Bonds 


, 
’ ? (je T in page 320 
| I ed to retire them at ma 
2 ol q 
rity. This last provision does not apply 
1 a 1 RE Le. Pee Yee Poy, 
» the Erie Railroad consolidated prior hen 


ts, the Erie & Jersey 6s and a few other 





ee - ") ae ee 
oO! iCSS¢ ] ip tan Pi the s¢ DOLIGS 
» ae ee - ] ] ] » } . +h . 1 
$18,217,000 are pledged under the collat- 


ral trust 6 per cent. notes, due 1922, and 
lditional amounts for additions and bet 
Prior in lien to the general 


4s of 1953. 


ter nents. 


vertible 


GENERAL CONVERTIBLES 4s 
bonds are a direct obligation of 


secured by a lien 
n all, its railroad properties, realty, s¢ 
iti hereafter covered 
by the Erie consolidated prior lien 4s, the 
consolidated general 4s and the Erie Penn- 
lvania collateral 4s of 1951, but sub 
ject to all of these. Secured also upon 
stock of the Penhorn 
Creek Railroad (no bonds) 
cut th 


Jersey City, and 


the entire capital 
, which owns 
» miles of four-tracl rough Ber- 
en Hull, just outside of 
which together with the original terminal 
ffords the company six main tracks to 

terfront at tidewater. Subject to 
prior liens. Proposed to 
refund these bonds under refur nad and 
lortgage. The conversion 
privilege of both series A and B has ex- 
l eries D bonds are convertible 
nto common steck at $50 a share until 
ctober 1, 1927. The limited prospects 
ivil series D 


are clearly indicated in the slight differ 





¢ in vieid be VEC the three series. 
lnere = are $9.3 series B- bonds 
ledged und the thre ear collateral 
trust notes, due October, 1922. 
k t | cs ( j / 39 eid 
10.84% ; “B” 39, yicld 10.84%; “D™ 43, 
7 QoQr% 


vosed by e investor upon casual 
ght, should be rated below the prior 
en 4s. But the difference is one ot voting 
er, even though the ortgage of the 
r might be onsidered a some iat bet- 


ter lien than that of the former. But the 


pur ser of the rior 1CT } pavil to! 


er and this being small for the 
rior ii t Ivantage dé not seem 
to be wot he price [ would prefer 


LCi : t the rior liens 


gar n the ers opinion, as wort 
ida Phe rie might 1 rd a ver 
rprising demonstration in the next year 
Then there is the possibility of 
Interstate Comn Cor ission giv 
high value to the property that 
lid ampie.a ice tor the lil- 
we that ‘ty: heen. exnended in amarove 
IS that Nave been expended in improve- 
] 4 1 } 
it and maintenance of the road 
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H1.0UENNETUnEeeeonnaaE would be deemed a very profitable re- managed by us,” and includes Mexica: 

Speer Vie tee v F . turn. On its $30,000,000 new fleet, Dutch- Eagle’s 30-odd million barrels. The c 

Royal Dutch Company : | . <p 
; ‘ Shell must work very hard to get any pany’s only income from Eagle is the diy 






Nd 
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: (Con led from page 330) return at all—-to find business for the dends it may receive on 2,500,000 share¢ 
new boats. said to have been bought in 1919. 
iormal. Nor is that all. Both Shell and INVENTORIES AT VALUE 


| PROFITS ON DECREASE 


Dutch have secured considerable sums ot Further, profits were exceptional in 1920 
noney from shareholders and invested it because of changed accounting methods Now that Dutch-Shell manages Ea; 
in 5% to 9% vields. whereas they must i U. S. where 30% of production, and it would be “better business” to thr 





zi 


. . sees ’ - » bles (07 y ot ~ » £ 7 a) YI? > 1 > ~ Ge en 
pay their shareholders 35% to 48% in nore than 30% of profits now come from. future Mexican developments in fav: 










dividends for the use of the capital, if The U. S. Treasury beginning 1920 com- the Korona company in Mexico, which 
they insist on maintaining old dividend pelled oil companies to inventory their is owned entirely by Dutch-Shell 
rates. oils ete., at market value. 3efore that against Eagle in which they hold only 
HOW WILL IT PAY? cost-or-less was the rule. The change quarter interest. Korona business h: 
Thus Shell has put £14,000,000 of capi- Caused enormous increase in inventories indeed, developed prodigiously the p 
tal subscribed by shareholders into Brit- n hand, and therefore in bookkeepers’ two years. Therefore, future Eagle p: 
ish war-bonds p ying only 514%. How Profits, not actual profit. The Standard its might conceivably grow less, not m 
can it pay its shareholders 359% in divi- Oil Co. emphasized this point in its re- It would be too much to expect over $ 





dends for the use of that money: port for 1920. On the strength of inventory 000,000 a year return on the Eagle 






: 15 T increase, one Dutch-Shell subsidiary, Shell yestment, assuming that  Dutch-S! 
On the £15,000,0U00 to be paid tor 2,50U,- SORES : ; oe ig ee : : 
5 a Bers of California, paid a 135% stock dividend really own 2,500,000 shares of Mexic 

UOU ordinary shares Mexican Eagle, the . 






at the end of 1920. Drop in market prices 





Fagle. Add to that, expansion in the 





companies will receive only 9% a year, 





ake “ae will produce a big loss in 1921 inventor- wn production to 50 million barrels fr 
and that, too, at the very exceptionai div1- . 

















ag ate ies as compared with 1920. 33 millions, and increase in normal pri 
dend rate ot 54% paid DY Mexican Eagle ES ; i ie i is é a a ; ; : 
for 1919-20. Shell must pay 35%,.and What is a normal profit for the Dutch- te 3 florins per barrel versus 2.1 fi 
; ma : Shell combine? in 1917. That is assuming a good d 
Dutch 40% in dividends to shareholders i93 a eesti Sk cit: eshte a 
for the use of capital which, invested, re- The year 1917 was a good one in oil. ae ae ee a ee ee oe 
turns only 9% on the investment and 9%, Profits were perhaps above normal, rather some years to develop. 
too. siaiadions Lane: conditions than otherwise. The combined profit was Assuming all that, then total profit 
ae 70 millions florins net on 33 million bar- ures at 162% million florins a year or 65 
Furth me $50,000,000 is being spent 1920 rels of oil produced. This includes 10 million florins to Shell, which has a 4 
cl on 150,01 Eons OF Dew sansa con- million barrels of Russian oil. The profit interest. That amounts to 2.2 florins, 
tracted for at the disastrous pooml prices averaged 2.1 florins per barrel, which 18%, or 3 shillings 8 pence per share on 
of 1919-20. Royal Dutch and Shell must — youwjd be 82¢ a barrel, net, at par for 30,000,000 shares, assuming impending 





na ] ir schareholder ANC% an 25 ¢ +. " saat c ‘ i 
pay their shareholders 40% and 35% divi Dutch exchange. That is a very good crease in issued stock. It amount 









Gongs. SOF Tie use Of that mony. “Se profit in the oil business. $1.30 per year per American shart 
the mmvestment earn thats Phere 1s not . , > , , , . ve whence + und ¢2 
— ee ; om a Production was 33,600,000 bbls. in 1920 present exchange irround $3.60 to 
enough oO Dusiness afloat tor the exist- : 7 ; . oo 
ue _ or about the same as 1917, Russia being pound sterling. 
fleet, since the collapse of the 1920 oil 






“out” in 1920. Combined profit reported Royal Dutch would pocket 115 million 


































coe was about 207 million florins, or 6.1 florins florins a year, net for the common st 
PROFIT ABNORMAL profit a barrel ($1.95 at present exchange, including its equity in 3,200,000 then-issu 
Further, the profits irom oil were ex- $2.44 at par). That is more than the Shell shares. It amounts to nearly 24% : 
eptional in 1918, 1919 and 1920. Lhose gross value of oil at present prices! It a year, assuming 50% additional impend- 
profits cannot be expected to continue. emphasizes the unusual “profit” in 1920. ing stock to 481 million florins issu 
[The Dutch report for 1920 emphasizes \ word now about the Dutch company’s That would equal $2.50 a share on A: 


that “great profits were obtained quite claim that its production increased from can shares at existing exchange at ar 
= 29 


Ingependently ol the actual pr Mduct, that 33 to 66 million barrels (10 million metric J2c. -tor the Dutch florin. 




















is to say in consequence of the extra~ tons) between 1917 and 1920. This pro- hese results must take several 
ordinary conditions of the silver market. duction is from “companies which are materialize. 
lo understand what silver prices have to 
lo with the profits of this oil combine, 
India, China and the Orient still furnish 
the greatest market, also the greatest pro- 
duction. In 1920 the India rupee was o 
worth over 35¢. and as high as 49c. To- An Unusual Opportunity for 
‘ - 


day it is worth only 25c. Chinese money 


+ } 1 lay 


has deflated in value similarly. a High Calibered Executive 
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DECREASE IN FLORIN : 
Of interest to the American investor, An executive position of present im- ; 
is the shrinkage in the Dutch florin portance and large future possibilities is 
from 40c. par to around 32c. recently. awaiting a completely qualified man, inti- 7 
Phat means 20% shrinkage in profits, ex- mately familiar with the theory and prac- 
pressed in U. S. money. tice of motor manufacturing and _ trans- : 
Tanker profits, too, were exceptional, portation. Must be competent to assume | 
is evidenced ‘by the dron in feeiabtc fren entire responsibility of large, established 
ih ac AS, alten Sikinis  amtrine, ts Ain, and successful plant. Such an executive 
rope between 1920 and 1921. I mentioned will be met on a basis of attractive com- 
nie: cuttacedinere: neikes 6. dik camnnt pensation based on record in the profes- 
Sinidisidl (00 tern eencks: aon tee Tutiek. sion and industry. All correspondence 
Uh fer’. ia RERDOD. tens: cactenien of held confidential. Address: “L. M.,” P. O. 
iiheialill Airtime: sai tiialan. anil Milsiab tii Box 372, City Hall Station, New York City. 
zle, and exclusive of new construction. 
nkers earned net over $30 a ton in 
1919-20; normally and now $10 a ton 7 ene | 
| 
| 











Blue Sky Laws 
(Concluded from page 332) 


srings of industrial stocks and bonds, 





1 ot] legitimate securities, in the flo- 
on of which they continuously partici- 


Personally I approve of every legislative 
that tends to protect the investing 
blic from fraudulent securities and | 
ve your bill bringing the mail, tele- 
yne and telegraph under Government 
trol has an additional preventative for 
sale of such securities, an excellent 
p in this direction. -However, on the 
er hand, I am a firm believer in the 
nglish Company’s Act as the best remedy 
the cure of the prevailing get-rich- 
+k evil, as under the operation of such 
aw it would be necessary to file for 
ic information the essential facts about 
‘urities, and where such information is 
e, then the informant could be success- 
lly prosecuted, not only on the charge of 
raud, but likewise on the more serious 
rge of perjury. 
My article so far as it relates to the 
vestment Bankers seems somewhat in 
‘ord with the views reflected by the clos- 
x paragraph of your own letter; it seems 
me they have not been active enough 
their own part in curbing financial 
raud in this country. They have assumed 
re or less an attitude of “Let George 
it’ and as I stated in my article, 
eorge simply won’t do it.” As a re- 
lt of such lack of initiative the 
rse of American investors continues to 


lerived each year out of many hun- 


reds of millions of dollars. 
Louis Guenther. 
August 20, 1921. 
‘ttor, The Financial World, 
29 Broadway, N. Y. 
am in receipt of your letter of the 
th and appreciate your early and cour- 
us repl \pparently either you mis- 
lerstood my letter or I misunderstood 
article in your journal. 
By the expression which you used, 
mely, “By counting noses it appears 
it the bill drawn by Representative Vol- 
tead is more in favor than is another 
easure for which Representative Denison 
responsible,”I understand that reference 
as made to the standing of the two bills 
ong the members of Congress. If that 
itement had reference to the standing of 
two bills with the Investment Bankers 


their meeting in Milwaukee, of course 


have no doubt the statement was abso-. 


lv correct. But I assumed that the 
tement referring to the Volstead Bill 
ing more in favor than my bill as as- 
rtained by counting of noses had refer- 
to a poll or estimate made from 
ng the members of Congress, and it 
for that reason that I took the liber- 
to write and point out to you what I 
ught was an evident error. As a mat 
of fact I know of none here among 
members of Congress who favor the 
Istead Bill. But on the contrary every- 
e who has looked into the matter favors 


“$e P e 
principle of mv bill. 


ma\ Say, however, that it 76 11\ in 


\ugust 29, 1921 


tention to offer an amendment to the 
Denison Bill which will correct what | 
consider to be a legitimate and a proper 
criticism of the bill. The amendment 
which I will offer will provide in sub- 


yi] 


stance that the provisions of section 
of the bill, which constitute the prohibi- 
tions of the bill in fact, shall not apply to 
letters, messages, prospectuses, documents, 
etc., containing offers for sale of stocks, 
when the same are sent, addressed, mailed 
or consigned to a banker, broker or bona 
fide dealer actively engaged in the pur- 
chase and sale of securities as a business. 

In other words, I shall offer an amend- 
ment in substance to the effect that the 
provisions of the bill do not apply to com- 
inunications sent to bankers and brokers 
who are engaged in the buying and sell- 
ing of securities. It was never my thought 
and never the intention of the bill to pre- 
vent communications of that kind or to 
interfere with syndicating operations of 
stock brokers or any of their negotiations 
preliminary to offering the stock to the 
public. The purpose of this bill is to 
protect the public and not to protect bank- 
ers and stock brokers, and as the bill will 
finally be considered, its provisions will 
be so limited as to apply only to offers 
of stock made to the investing public who 
are not in a position to judge of the value 
or the integrity of security offerings 

[ must say that I agreed with many of 
the conclusions stated in your article. The 
the evil. It 


Volstead Bill will not correct 
amount to nothing. I have studied 


wil 
this subject carefully and consulted with 
the very best informed men on this sub- 


ject and there is none who understand the 
subject and who are familiar with the 
extent to which fraudulent securities are 
being floated and sold today who believe 
that a law framed along the line of the 
Volstead Bill will accomplish anything. 
The New York Act will accomplish very 
little, if anything, and whatever may have 
been the professed intentions of those who 
dictated its enactment, my own judg- 
ment is that it was not intended to accom- 
plish much. The Investment Bankers of 
the country are lacking in vision. They 
are splendid men and have a_ splendid 
business and they are in a position where 
they could do much to protect the public 
from these fraudulent and worthless se- 
curities if they would use foresight and 
ttle bit more unselfish. They pro- 
claim they want to do anything they can 
to stop the sale of worthless and fraudu- 
lent securities, but it is always with a 
proviso that nothing may be done that 
will inconvenience or in any manner in- 
terfere with their business. I am hoping 
that they may yet take a broader and 
more unselfish view of this subject and 
join in with those of us who are trying 
to stop the great losses which the Ameri- 
can people are sustaining every year by 
ese fraudulent and worthless flotations, 
even if it should result in some incon- 
venience brought about by the regulatory 
means adopted for that purpose. 
I wish to say too that it would be 
an influential journal such 


ratifying 


as you are publishing could contribute to 


help influence public sentiment toward the 


enactment of legislation that will really 
and effectively stop the sale of fraudulent 


4! 7 ~ “+ . T+ sit 1 1 c\t 

and valueless securities. It would be not 
] “ps ’ 7 +] 17 “0 

only a great savings to the American peo- 


ple, but it would be in the end of great 
benefit to the Investment Bankers them 


selves if they could but see it. 


The Congressman wl 
25th Congressional district of Illinois has 
seen some of the beneficial work accom- 
plished by the Blue Sky law of his own 
State and now is engaged in an earnest 
effort to extend its usefulness all over 
the country. There can b no question 
that if a constructive measure is adopted 
by the Federal Government which would 
include in its enforcement control over 
the telegraph lines, express companies, 
telephone and any other method of com- 
munication between the States that great 
progress would be made in closing up 
many of the rat holes through which the 
financial shark gets into touch with his 
prey. 





Members of the Investment Bat 





\ssociation can readily see by reading 
Mr. DeENisoNn’s last communication how 
much he desires their co-operation, and 


his willingness to listen to any legitimate 
criticism. The spirit of his letter indi- 
cates his belief that the eventual benefi- 
ary of his proposed legislation is the 


4 

legitimate investment business but, as he 
declares, and in this declaration Tue Ft- 
NANCIAL Wor-p is in hearty accord, tha 


a 


t 
they should accept some inconveniences 
to their businesses when it is certain that 


the regulatory measures for the safe- 


guarding of the American people wil 
conserve their resources for the purchase 
f legit t securities Not as is. the 
ase no where they F uined an 
nually out of more than a half billion 


dollars by the parasites that attach them- 


ves to their savings. 





DIVIDENDS 





THE BORDEN COMPANY 
PREFERRED STOCK DIVIDEND NO. 79 








The regular quarterly divide: has 
been leclared on the r i st 
Company, payable September 15, 1921, 
ders of record September 1st Books 071 
é Checks to be maile y tl Banker 
I st Company. divide 1; t 
SHEPARD RARESHIDO, Tr rer 
THE MONTANA POWER COMPANY 
PREFERRED STOCK DIVIDEND NO. 36 
A regular quarterly ividend of one ar 
three I en (134 ] P rred 
Stock has beet dec re pavable Oct er 1. 
1921, t stockholders fy } t +) ] of 
; COR A SER 14. 192] 
COMMON STOCK DIVIDEND NO 
A dividend of thr rter or per cent 
%) on the ( Stock has 1 leclare 
vable ) I 1 1 st | Ts 
rd at the clos SS ¢ September 
14, 1921 Checl} f mailed 


WALTER DUTTON, Treasurer 
25 Broadway, New York 





$35,000,000 


REPUBLIC OF CUBA 


5° Gold Bonds of 1904 
( s d September 1, 1921, on tl ihove 


Speyer & Co. 
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New York Stock Exchange 












































ative active stocks as of cl Friday, August 26, 1921 ( 14% bam fst Inc ani? 
iles Saturday 140, S00 hal Monday, $40,517 shar ~ 14 ; Jie X Didendadgs ame 1 4 
504.150 shares; Wednesday, 619.925 shares; Thurs 10% Mid States O. Now bee se wees a il 
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FOR 
On account of the recent excellent publications our Librarian has revised the list of FIFTY 
BEST books for the investor and business man. Of course, it is realized that any list of this 
character is open to criticism and is more or less personal, but the opportunities for com- 
parison are greater because of continuous association with the material. 

1. Financial Policy of Corporations—Dewing—5 vols..............0 ccc cc ueuee $12.00 pp 

2. Financing an Enterprise—Conyngton—3 vols................ ccc ccccccccuceeces 7.00 pp 

O. UROMIS, WARES ANG PRICES —PTIGAY « «oc 6c sinc pocicsciesiccwewccdeccvesoedecveececes 2.10 pp 

4, How Money Is Made in Security Investments—Hall.......................... 3.15 pp 

5. American and Foreign Stock Exchange Practice—Greenwood.................. 10.25 pp 

6. Elementary Principles of Economics—Fisher......................ccccececes 2.60 pp 

Hh: PERE MOD OEB EE RININTI SLD orcs bio 5: Sais en ele<oo 4.6. wi aeléinlawieinloeiswieestaee Seeds veeeecansiecee 4.15 pp 

8. Practical Bank Operation—Langston—2 vols............... 0c. ce ceececceceees 8.00 pp 

9. Principles of Bond Investment—Chamberlain...................ccccecececeeee 6.20 pp 

10. Elementary Principles of Investment—Sakolski....................0..00.0..2... 2.15 pp 

11. Money and Investments—Rollins—(A Financial Dictionary).................. 3.15 pp 

Ee CRANE ee RUNMNINII S.5'ar'c)n'o/ a 1e oie dial ous visio are de aiediminigcad ine wieiabies W0esedeecvebecces 3.15 pp 

13. The Modern Trust Company—Kirkbride, Sterrit & Willis.................... 6.90 pp 

14. A. B.C. of The Federal Reserve—Kemmerer...................ccccceccccccecs 1.60 pp 

1D, POreign TxChange—W ONAKED: oon koe sec ecicccces cevecwesssecevccewdscsonneee 5.20 pp 

1G, VOUCAMG) FOUR BEOMCl— SROs a ois o.o.6 6 oiiisis osc saiewie ccc csadesnevcecsecssseces 3.10 pp 

17. Financial Organization of Society—Moulton............ 0... cc cece cece ee eee 4.20 pp 

18. Theory and Practice of International Commerce—Wolfe..................... 5.25 pp 

19. Commercial Credits—Bank and Trade Acceptances—Silver.................... 6.25 pp 

20, EG WOEK OF WEE SULCCE— PAGE oioia oo cnise wicnc ensieeseivnd eae seeveseeesecececns 3.65 pp 

Zi, Primciples OF Dusimess—GersteMMerg. . . v.50 csc sc civcecccves Sveteeceesceecoees 3.15 pp 

22. How to Analyze Industrial Securities—Collver.............. 0 cece cece cece ee eee 2.60 pp 

23. How to Analyze a Railroad Share—Moody.................-ccccccccsccccccece 2.60 pp 

24. Financial Crises and Depressions—Burton ...............ccccsccccccccccccece 2.60 pp 

25. Making Advertisements and Making Them Pay—Durstine.................... 3.15 pp 

26. Mathematics for the Accoumtant— Vinal... occ cic ee ccnccs sccseccccccccececces 3.15 pp 

27. Economic Development of the United States—Lippincott.................... 3.65 pp 

28. The Stock Exchange from Within—Van Antwerp...............ceeeeeeeeeees 2.60 pp 

29. Railroad Rates and Regulation—Ripley................ cc eee c cece cw cece eee 4.15 pp 

30. Railroad Finance and Organization—Ripley.................. cece eee cece eee 4.15 pp 

oi. Beate the Stock Market—MeNEel........ ccc ice cccccccwnerctonscbeccescaces 2.10 pp 

a, SOU TRVCRING—CAUD CUA nc sein scan csc eccrine cesdeacaceccsereevecsegesecs 2.60 pp 

33. Office Administration—Schulze ................... ccc eee eee oN Stained wwianaye wel aeg 3.60 pp 

DA, DUALISUICS TH TAISIIESS—SECIISE. 6.5 occiccsccccecccccecteccdeecacedesesceececeseses 1.85 pp 

35. Commercial Research—Duncan .......... Shammg atecespoans Kina avl art einen eatvaroma eee 2.35 pp 

- 36. Business Research and Statistics—Frederick............... ee re 2.60 pp 

37. Scientific Stock Speculation—Dow........ 4 HAR Grewia eieig-Gihiend Saye J¥ Sandals One «ini 1.60 pp 

38. Letter Writing—Ad-Man—Davidson .......... rita “a evel oitonnid ake eGlae Okie satiny eae 5.20 pp 

39. Gold Bricks of Speculation—John Hill, Jr i eains Soames Gb: Sitios: Wad Seayane 3G wean 4.00 pp 

40. Corporation Finance—Mead .................. sa pbegees acted ebanws wears 3.15 pp 

41. Speculation on the Chicago Board of Trade—Boyle................. 0202000. .. 215 pp 

42. Legal Aspects of the Transfer of Securities—Campbell................. ...... 190 pp 

43. Bookkeeping and Accounting—Klein ................. iin bie sO Se ele indie eur tree 2.60 pp 

44, Business Law—Conyngton—2 vols....... eee ee ee tiittetectoowsneees Ste 

: 45. Business Finance—Lough .................... ee ee Kiiethtsecs ne ‘Sn 

46. Federal Corporate and Income Taxes—Rossmore Sha pve eer tee aha eg Seki 7.60 pp 

47. Accounting Theory and Practice—Kester—2 vols Seeswss wee en aaice Reel 

48. Cash and Securities—Breed—Pamphlet Form sn dia wplbie BTM UEE So ou aa ... 1.00 pp 

49. Ocean Steamship Traffic Management—Heubner pA viatiewiaaeee Pahewaec ae ee.g - Seen 

50. The Meaning of Money—Hartley Withers................. Sets @ oeenee ea 2.60 pp 





The desire on the part of the compiler is to list books which will cover the entire field of prac- 
tical economics—business. The technical and industrial management type of book has been 
intentionally omitted. So far as possible they do not cover the same ground. 


FINANCIAL WORLD, 29 Broadway, New York City. 


Gentlemen:—Enclosed find my check (or money order), to your order, for $ for which please send 


me the following book (or books): 
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THE FIFTY BEST BUSINESS BOOKS 


FOR 


BUSINESS MAN AND INVESTOR 


On account of the recent excellent publications our Librarian has revised the list of FIFTY 
BEST books for the investor and business man. Of course, it is realized that any list of this 
character is open to criticism and is more or less personal, but the opportunities for com- 
parison are greater because of continuous association with the material. 








1. Financial Policy of Corporations—Dewing—5 vols.................cccceeees $12.00 pp 
2. Financing an Enterprise—Conyngton—3 vols...............2 ccc ce cecececececes 7.00 pp 
> MORES, WAGES OI PRICES —— PCO ooo cic 6-6 oa 6:s0.0.51e sicielnvele'wie, ne owe coeeeeccecews 2.10 pp 
4. How Money Is Made in Security Investments—Hall..................20-0000- 3.15 pp 
5. American and Foreign Stock Exchange Practice—Greenwood.................. 10.25 pp 
6. Elementary Principles of Economics—Fisher......................c0ceeceees 2.60 pp 
are Ny RN tee UNI oe 20 lcs iors oh to er'eca'g aga id la a. ald aloes bord .w% Sew w'rwinres a's Warde’ 4.15 pp 
8. Practical Bank Operation—Langston—2 vols................cc cece ccc ccececes 8.00 pp 
9. Principles of Bond Investment—Chamberlain...................ccccccccececes 6.20 pp 
10. Elementary Principles of Investment—Sakolski................ a aration tes --e» 215 pp 
11. Money and Investments—Rollins—(A Financial Dictionary).................. 3.15 pp 
Ra ee ON EI ot ENERO 5a 6 aie 05s sls fats A 0 al 0) 0 46'S Bias dl a oerew Gcaiwiiaie sé diwad ow sia ewe e eae 3.15 pp 
13. The Modern Trust Company—Kirkbride, Sterrit & Willis.................... 6.90 pp 
14, A.B. C. of The Federal Reserve—Kemmerer................cccecccccccccceccs 1.60 pp 
1D, POOPCiGe. TECHNO RO —W MIAME 6nd o Sino kcinc cc cctdiaccelewsecseccascaccdsescecesec 5.20 pp 
16. You and Your Broker—Smitley.............. Pe ae 5a Rigo acm ereiananee piateaes 3.10 pp 
17. Financial Organization of Society—Moulton................ cee c cece cece eee 4.20 pp 
18. Theory and Practice of International Commerce—Wolfe..................... 5.25 pp 
19. Commercial Credits—Bank and Trade Acceptances—Silver.................... 6.25 pp 
We I TEE OL WE COO — EE iia oc vce cc ccc ce ceasiescsevonbsecacivecnoses« 3.65 pp 
21. Prmciples of Biusiness—GerstOnDera. « ..0.csesiscciecccccecesvevesscesesaccece 3.15 pp 
22. How to Analyze Industrial Securities—Collver..............cccccccccccccccecs 2.60 pp 
20. wow to Analyze a Railroad Share—Moogy..... ci... ccccccccvcevceveesveccaceces 2.60 pp 
24. Financial Crises and Depressions—Burtom . .. .. 0. ccc cccsccccccecccecccecceee 2.60 pp 
25. Making Advertisements and Making Them Pay—Durstine.................... 3.15 pp 
26. Mathematics. for the Accountant—Vimal. .... 2.2.2. ccci cc ccsccerecescecvcccces 3.15 pp 
27. Economic Development of the United States—Lippincott.................... 3.65 pp 
28. The Stock Exchange from Within—Van Antwerp...............cccceeeeceees 2.60 pp 
20. Matiroad Rates and Regulation—Ripley. .... 2... cccccsccescessenscccsescecce< 4.15 pp 
30. Railroad Finance and Organization—Ripley..............0.. cece cece ee eee 4.15 pp 
oi. Beating the Stock BMAaricct—MNCE). o.oo cick ce ccccdinwmccweeccececcsevccceeees 2.10 pp 
ce, CREA. TANWRCI— FE CIA anne 5 5 ws osc cai esc cic ntieeeeecccbesvenceecseesewces 2.60 pp 
33. Office Administration—Schuize .........f.ccccccvceseccvesa i fe wek bikanprasety eters eis 3.60 pp 
ae. “CUMEISUIES TR EVBIMESD—SCCIISE. 6... occ i csisie dc cece sseecescsee se sbeseeseveasticces 1.85 pp 
35. Commercial Research—Duncan .......... 2 uta iu DEO a aig te He statins Sve ere ator didrare 2.35 pp 
36. Business Research and Statistics—Frederick............. 0.0.00. c eee eee e ee eaee 2.60 pp 
37. Scientific Stock Speculation—Dow......... Sk ach ons Batanga, aN ule Si Sse Gniceere 1.60 pp 
38. Letter Writing—Ad-Man—Davidson .........ccscccccscccccccccaccevecececces 5.20 pp 
39. Gold Bricks of Speculation—John Hill, Jr.......... 20.0... cece eee 4.00 pp 
Be, PREM, ROC — TOR oss 5 cox ccs eciemdcleaeeeesscce pes coenececesoeveene« 3.15 pp 
41. Speculation on the Chicago Board of Trade—Boyle... Sieh be dst by berate, gistow es -... 215 pp 
42. Legal Aspects of the Transfer of Securities—Camphbell. . (iGesersivecensss Se 
43. Bookkeeping and Accounting—Klein ............... 0. cece cree eee cece ee ences 2.60 pp 
44. Business Law—Conyngton—2 vols.............8..20. ee ee eee eee nen atintaartalare! oiarays 8.00 pp 
BE OUCGE WO TICO OE, cai ooo 5 56 Soke doidrlo ese eed eeescateteecceceneavenenes 5.00 pp 
46. Federal Corporate and Income Taxes—Rossmore............ 00.00 e enue .... 7.60 pp 
47. Accounting Theory and Practice—Kester—2 vols........... ve awe eee eine aieine, - CeO 
48. Cash and Securities—Breed—Pamphlet Form..............-.-cece eee eee eee 1.00 pp 
49. Ocean Steamship Traffic Management—Heubner.......... P Siadinteé sete mhacne.s “QO 
50. The Meaning of Money—Hartley Withers..... Sncsd eeainites htcsn pe acee sR Gk SA ..... 2.60 pp 


The desire on the part of the compiler is to list books which will cover the entire field of prac- 
tical economics—business. The technical and industrial management type of book has been 
intentionally omitted. So far as possible they do not cover the same ground. 
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YOUR advertising in the Financial 
World is directed to a concentrated 
audience of investors who are reading 
it for a specific purpose—to gain a thor- 
ough knowledge of finance and eco- 
nomics in order to intelligently invest 
their surplus funds. 





Let us tell you or your advertising agent 
how we can aid you in making your 


advertising in this publication produc- 
tive. 
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